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Chief  Assistant  Controller 


June  28,  1999 


Steve  Nelson,  Director 
Department  of  Administrative  Services 
City  Hall,  Room  362 
San  Francisco,  CA  94102 

Dear  Mr.  Nelson; 

The  Controller’s^Lidits  Division  (division)  presents  its  report  on  the  audit  of  the  Public 
Administrator/Public  Guardian’s  Office  (public  administrator’s  office).  The  auditors 
investigated  allegations  of  fraud  and  theft  by  certain  employees  in  the  office  as  well  as 
conducted  a performance  audit  of  the  office.  Xhe-report  indicates  that  the  auditors  found  no 
evidence  of  fraud  and  theft  of  client  funds;  however,  the  report  indicates  that  the  office  did 
not  follow  state  law  in  administering  the  excess  interest  earnings  of  client  funds.  Moreover, 
the  public  administrator’s  office  has  not  followed  the  City  and  County  of  San  Francisco’s 
budgeting  procedures  to  spend  the  excess  interest  earnings,  and  managed  the  office’s 
contract  with  a computer  services  company  poorly.  The  public  administrator’s  office  also 
improperly  bypassed  the  City’s  budgetary  controls  by  directly  purchasing  $33,159  in  office 
furniture  and  equipment  through  this  contract  instead  of  using  the  City’s  standard 
purchasing  process  which  requires  the  approvals  of  the  purchaser  and  controller. 

The  report  also  indicates  that  the  public  administrator’s  office  meets  client  needs,  serves 
types  of  clients  appropriate  to  its  mission,  and  serves  types  of  clients  that  have  greater  need 
than  types  of  clients  it  could  potentially  serve.  However,  some  additional  groups  could 
benefit  from  the  office’s  services,  but  at  additional  cost  to  the  City.  Further,  the  public 
administrator’s  office  appropriately  invested  client  funds.  Nevertheless,  it  can  increase 
earnings  by  lowering  the  cash  balances  it  keeps  in  checking  and  savings  accounts  for 
clients  and  increase  the  amount  it  keeps  in  interest-bearing  accounts.  The  public 
administrator’s  office  could  also  deposit  client  funds  with  the  city  treasurer  and  earn  more 
interest  than  it  does  by  investing  the  proceeds  through  a commercial  bank. 

Respectfully  submitted. 


eWard  M.  HARI^GTON 
Controller 
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Executive  Summary 

Results  in  Brief 

After  investigating  a whistle-blower’s  complaint,  we  found 
no  evidence  that  certain  employees  in  the  Public 
Administrator/Public  Guardian’s  Office  (public 
administrator’s  office)  committed  fraud  or  theft  on  the 
interest  earnings  of  client  funds.  However,  the  public 
administrator’s  office  did  not  follow  state  law  in 
administering  the  excess  interest  earnings  of  client  funds. 
Moreover,  the  public  administrator’s  office  bypassed  all 
City  budgetary  and  fiscal  controls  to  issue  a major  contract 
which  the  office  did  not  properly  monitor. 

The  performance  audit  of  the  public  administrator’s  office 
revealed  that  the  office  generally  serves  its  clients  well.  In 
fact,  it  could  serve  additional  clients  in  need  if  the  City  and 
County  of  San  Francisco  (City)  chooses  to  provide 
additional  funding  to  the  office. 

Background 

The  public  administrator’s  office  is  a division  of  the  City’s 
Department  of  Administrative  Services.  The  office 
investigates  and  administers  the  estates  of  San  Francisco 
residents  who  die  without  a will  and  have  no  relatives  to 
administer  the  estates.  The  public  administrator’s  office  also 
serves  as  the  public  guardian,  a court-appointed  conservator 
of  persons,  mainly  seniors  at  risk,  who  cannot  handle  their 
affairs.  In  addition,  the  office  acts  as  a representative  payee 
mostly  for  mental  health  patients  who  are  unable  to  manage 
their  funds,  and  it  receives,  manages,  and  disburses  funds 
for  these  clients,  most  of  whom  receive  some  type  of 
government  aid. 

While  we  were  reviewing  how  well  the  public 
administrator’s  office  carries  out  some  of  its  responsibilities, 
the  District  Attorney’s  Office  asked  us  to  investigate 
allegations  of  improper  activities  by  three  employees  in  the 
office.  This  report  covers  both  the  results  of  our 
investigation  and  the  findings  of  our  performance  audit  of 
the  office.  At  the  request  of  the  District  Attorney’s  Office, 
we  delayed  issuing  this  report  until  it  had  completed  its 
investigation  of  the  public  administrator’s  office. 
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Investigative  Audit  Findings 


Allegations 


Our  A iidit  Did  Sot 
Uncover  Any  Evidence  of 
Fraud 


The  Public 

Administrator's  Office 
Did  Sot  Follow  State  Law 
in  Administering  Excess 
Interest  Earnings 


A whistle-blower  alleged  that  the  public  administrator/ 
public  guardian  (public  administrator)  and  tw'o  of  his 
employees  diverted  most  of  the  interest  earnings  from  client 
funds  and  gave  the  interest  earnings  to  themselves  and  their 
friends.  The  whistle-blower  also  alleged  that  these 
individuals  awarded  special  contracts  to  their  friends, 
including  the  president  of  a computer  service  company  and 
an  individual  providing  real  estate  broker  services  to  the 
public  administrator's  office.  The  whistle-blower  also 
alleged  other  improprieties  related  to  the  office's  operations. 

The  Ethics  Commission  referred  the  allegations  to  the 
District  Attorney’s  Office,  which  requested  that  the 
Controller's  Office  conduct  an  investigation  of  the 
allegations. 

We  found  no  evidence  that  the  public  administrator  and  the 
two  employees  committed  fraud  or  took  funds  from  the 
interest  earnings  of  client  funds.  The  public  administrator’s 
office  correctly  allocated  to  clients  the  interest  earnings 
required  by  state  law. 

However,  we  found  that  the  public  administrator’s  office  did 
not  comply  with  state  law  requiring  the  office  to  deposit  all 
excess  interest  earnings  to  the  City’s  general  fund,  nor  has 
the  office  followed  the  City’s  budgeting  procedures. 
Specifically,  for  1996  and  1997,  the  public  administrator’s 
office  deposited  only  $530,271  (39  percent)  of  the 
$1,342,702  it  earned  as  excess  interest.  The  public 
administrator’s  office  used  most  of  the  remaining  excess 
interest  earnings,  as  well  as  interest  earnings  from  prior 
periods,  to  pay  $990,500  to  a computer  service  company. 

In  doing  so,  the  office  did  not  use  the  City’s  annual 
appropriation  process  to  budget  for  the  expenditures  from 
the  excess  interest  earnings.  The  public  administrator  also 
violated  the  city  charter  because  he  did  not  ask  the  city 
controller  to  certify  that  the  public  administrator’s  office  has 
a valid  appropriation  from  which  the  office  could  make  the 
expenditures. 

Finally,  we  found  that  the  public  administrator's  office 
misclassified  some  excess  interest  earnings  to  make  it 
appear  that  one  of  its  programs  was  meeting  revenue 
projections.  Although  the  public  administrator's  office  did 
deposit  this  amount  to  the  City’s  general  fund,  the 
misclassification  of  funds  is  a highly  questionable  practice. 
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The  Office  Failed  to 
Properly  A ward  a 
Contract  Renewal  With  a 
Computer  Services 
Company 


The  Office  Failed  to 
Amend  Its  Contracts 
Formally 


The  Public 

Administrator's  Office 
Could  Not  Show  Whether 
Some  Charges  for  Services 
Were  Reasonable 


The  Office  Improperly 
Bypassed  the  City's 
Budgetary  Controls  in 
Purchasing  Furniture  and 
Equipment 


The  Public 

Administrator's  Office 
Properly  A warded  Real 
Estate  Broker  Services 


We  also  found  no  evidence  to  support  the  whistle-blower’s 
allegations  that  the  public  administrator’s  office  gave 
special  contracts  to  a computer  services  company.  The 
office  properly  awarded  the  first  contract  to  the  company, 
Panoramic  Software,  Inc.  (Panoramic),  through  a 
competitive  bid  process.  However,  the  office  did  not  use  a 
competitive  bid  process  before  it  renewed  a five-year 
contract  for  computer  services  with  the  company  to  which  it 
pays  more  than  $400,000  a year.  In  addition,  the  office 
failed  to  obtain  proper  city  approvals  for  both  contracts. 

After  entering  into  the  computer  services  contract,  the  office 
allowed  Panoramic  to  change  its  fees  through  a 
memorandum  rather  than  through  a formal  amendment  to 
the  contracts.  Although  the  change  in  fees  resulted  in  the 
office’s  paying  $247,950  less  than  required  under  its 
contract  for  1996  and  1997,  the  office  also  paid  $64,050  in 
unnecessary  charges  for  services  already  included  as  part  of 
the  contract  fees. 

Furthermore,  the  public  administrator’s  office  paid 
Panoramic  $19,000  each  month,  or  $456,000  for  the  two 
years  we  reviewed,  to  provide  consulting  and  training 
services  on  a fixed-fee  basis.  However,  Panoramic  could  not 
furnish  records  documenting  the  specific  services  it  supplied 
or  the  cost  of  providing  those  services  on  an  hourly  basis 
because  the  public  administrator’s  office  did  not  require 
Panoramic  to  bill  by  the  hour.  By  accepting  such  fixed-fee 
charges,  the  office  has  little  assurance  that  Panoramic 
supplied  the  appropriate  services  and  that  the  charges  for  the 
services  were  reasonable. 

The  public  administrator’s  office  also  improperly  bypassed 
the  City’s  budgetary  controls  by  directly  purchasing 
$33,159  in  office  furniture  and  equipment  through  the 
computer  services  contract  instead  of  using  the  City’s 
standard  purchasing  process,  which  requires  approvals  by 
the  purchaser  and  controller. 

On  the  other  hand,  we  found  no  evidence  that  the  public 
administrator’s  office  gave  special  contracts  to  friends  of  the 
staff  The  public  administrator’s  office  awarded  three 
contracts  in  1991,  1994,  and  1997  to  a real  estate  broker  to 
provide  property  management  services  for  the  office’s 
clients.  We  reviewed  the  most  recent  contract  and  found  that 
the  office  properly  awarded  the  contract. 
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Performance  Audit  Findings 


The  Office  Meets  Client 
Seeds  and  Generally 
Manages  Its  Caseloads 
Well 


Other  Client  Groups 
Could  Benefit  from 
Services  Provided  by  the 
Office 


The  Public 

Administrator's  Office 
Could  Increase  Interest 
Earnings  by  Changing 
Some  of  Its  Cash 
Management  Practices 


Recommendations 


The  public  administrator's  office  meets  client  needs,  serves 
client  groups  appropriate  to  its  mission,  and  serves  client 
groups  that  have  greater  need  than  client  groups  it  could 
potentially  serve.  In  addition,  the  office  accurately  reported 
its  performance  measures  and  generally  met  its  stated  goals. 
We  also  found  that  the  public  administrator’s  office 
appropriately  distributes  its  workload  to  staff 

The  Public  Administrator,  Public  Guardian,  and 
Representative  Payee  programs  close  client  cases  properly 
by  distributing  remaining  assets  of  clients.  Nonetheless,  the 
Public  Administrator  Program  and  the  Representative  Payee 
Program  could  expedite  its  closing  of  some  cases. 

Some  additional  groups  could  benefit  from  the  office’s 
services,  but  at  increased  cost  to  the  City.  These  groups 
include  seniors  at  risk  of  abuse  in  nursing  homes,  some 
substance  abusers  who  reside  in  the  community,  and  some 
physically  or  mentally  impaired  seniors  in  public  housing. 

In  addition,  the  public  administrator  can  better  serve  clients 
now  being  served  by  the  mental  health  conservator  in  the 
City’s  Department  of  Public  Health. 

Our  audit  also  revealed  that  the  public  administrator 
appropriately  invested  client  funds.  However,  it  could 
increase  earnings  by  lowering  the  cash  balances  it  keeps  in 
checking  and  savings  accounts  for  clients,  and  increase  the 
amount  it  keeps  in  interest-bearing  accounts.  The  public 
administrator  could  also  deposit  client  funds  with  the  city 
treasurer  and  earn  more  interest  than  it  does  by  investing  the 
proceeds  through  a commercial  bank. 

The  audit  report  proposes  that  the  Department  of 
Administrative  Services  take  the  following  actions: 

• Require  the  public  administrator’s  office  to  request 
funding  through  the  City’s  budgetary  process  to  pay  for 
computer  services,  telephone  equipment,  unreimbursed 
client  expenses,  and  any  other  administrative  costs  of  the 
office. 

• Take  the  appropriate  disciplinary  action  against  the 
public  administrator  for  bypassing  the  City’s  annual 
appropriation  process  and  violating  the  city  charter  by 
not  submitting  expenditures  for  the  city  controller’s 
review  and  approval. 
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The  report  advises  the  public  administrator’s  office  to  take 
the  following  steps  to  correct  its  poor  management 
practices: 

• Obtain  the  opinion  of  the  Office  of  the  City  Attorney  to 
determine  if  the  contract  between  the  public 
administrator’s  office  and  Panoramic  is  legally  binding 
and  whether  the  contract  needs  corrections  or 
amendments  to  any  of  its  provisions. 

• Request  the  assistance  of  the  purchaser  to  determine  if 
the  contract  with  Panoramic  represents  the  most  cost- 
effective  method  for  acquiring  computer  services. 

• Deduct  $64,050  from  its  next  payment  to  Panoramic  to 
recover  the  amount  that  the  public  administrator’s  office 
unnecessarily  paid  for  materials  and  services  already 
required  by  contract. 

• Adhere  to  city  procedures  requiring  that  city 
departments  budget  and  obtain  approvals  for  all 
expenditures. 

The  public  administrator’s  office  should  also  take  the 
following  steps  to  improve  its  operations: 

• Consider  whether  seniors  at  risk  in  nursing  homes, 
substance  abusers,  and  seniors  in  public  housing  should 
receive  public  administrator  services. 

• Request  the  mayor  and  board  of  supervisors  to  consider 
moving  the  mental  health  conservator  function  from  the 
Department  of  Public  Health  to  the  public 
administrator’s  office. 

• Improve  the  timeliness  of  closing  cases  in  the  Public 
Administrator  and  Representative  Payee  programs  so 
that  the  public  administrator’s  office  does  not  keep  cases 
open  unnecessarily. 

To  improve  its  cash  management  and  case  management 
practices,  the  public  administrator’s  office  should  do  the 
following: 

• Reduce  the  fund  balances  in  its  checking  and  savings 
accounts  and  then  make  the  excess  funds  available  for 
investment  to  increase  earnings. 

• Transfer  investment  funds  to  the  city  treasurer  so  that 
she  can  invest  them  as  part  of  the  City’s  pooled 
investment  fund.  Such  investments  would  increase  the 
office’s  interest  earnings. 
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The  Depanment  of  Administrative  Services  responded  to  the  audit  findings,  and  the  reply 
appears  at  the  conclusion  of  this  report.  In  addition,  the  Department  of  Public  Health 
responded  to  one  of  the  audit  findings,  and  the  reply  is  at  the  conclusion  of  this  report. 
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INTRODUCTION 


To  fulfill  the  responsibilities  of  the  Office  of  the  Controller  to  promote  honest, 

efficient,  and  effective  government  within  the  City  and  County  of  San  Francisco 
(City),  the  Controller’s  Audits  Division  conducted  both  an  investigation  and  a 
performance  audit  of  the  Public  Administrator/Public  Guardian’s  Office  (public 
administrator’s  office). 

The  public  administrator’s  office  is  a division  of  the  City’s  Department  of  Administrative 
Services.  The  head  of  the  public  administrator’s  office  is  the  public  administrator/public 
guardian  (public  administrator).  According  to  California  Government  Code,  Section  2400 
et  seq.,  the  public  administrator  is  an  officer  of  a county  who  investigates  and  administers 
the  estates  of  county  residents  who  die  without  a will  and  have  no  relatives  to  administer 
the  estates.  The  public  administrator’s  office  secures  and  sells  the  decedent’s  assets,  pays 
creditors  and  other  costs,  and  remits  remaining  funds  to  designated  beneficiaries. 

The  City’s  public  administrator  also  serves  as  the  public  guardian,  a court-appointed 
conservator  of  persons,  mainly  for  seniors  at  risk,,  who  cannot  handle  their  affairs.  Once 
appointed  conservator  for  individuals,  the  public  administrator’s  office  has  care  and 
custody  of  that  person.  In  addition,  the  administrator  serves  as  the  City’s  veterans  service 
officer,  assisting  veterans  and  their  dependents  in  obtaining  Veterans  Administration 
benefits  and  entitlements.  Finally,  the  public  administrator’s  office  acts  as  a representative 
payee  for  individuals,  mostly  mental  health  patients,  who  are  unable  to  manage  their  funds. 
In  this  capacity,  the  public  administrator’s  office  collects,  manages,  and  disburses  funds  for 
these  clients,  most  of  whom  receive  some  type  of  government  aid. 


AUDIT  OBJECTIVES 

We  completed  both  an  investigative  audit  and  a performance  audit  of  the  public 
administrator’s  office.  The  objectives  of  each  of  the  audits  are  presented  below.  Appendix 
A presents  a more  detailed  description  of  our  scope  and  methodology. 


The  Controller’s  Audits  Division  Investigated 
Multiple  Allegations  Concerning  the 
Public  Administrator’s  Office 

We  completed  an  investigative  audit  of  the  public  administrator’s  office  because  a whistle- 
blower alleged  that  three  employees  of  the  office  were  involved  in  a number  of 
improprieties.  The  most  serious  allegation  asserted  that  the  public  administrator/public 
guardian,  the  assistant  public  administrator/public  guardian,  and  a staff  attorney  committed 
major  fraud  and  theft  by  diverting  most  of  the  interest  earnings  from  client  funds  and 
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giving  the  interest  to  themselves  and  their  friends  instead  of  depositing  these  interest 

earnings  to  the  general  fund  of  the  City.  The  specific  allegations  were  the  following: 

• The  public  administrator/public  guardian  (public  administrator),  the  assistant  public 
administrator/public  guardian,  and  a staff  attorney  were  diverting  most  of  the  interest 
earnings  from  client  funds  and  giving  the  interest  to  themselves  and  their  friends 
instead  of  depositing  the  interest  earnings  to  the  City’s  general  fund. 

• The  three  city  employees  were  giving  most  of  the  interest  earnings  to  their  friend  who 
runs  a computer  company  that  provides  computer  and  other  services  to  the  public 
administrator's  office. 

• The  computer  company's  owner  probably  paid  these  city  employees  some  of  the 
money  in  return. 

• The  computer  company  received  payments  even  though  it  provided  few  services.  For 
example,  the  staff  in  the  public  administrator's  office  have  old  computers  and  received 
no  consulting  services  or  training. 

• The  three  city  employees  gave  special  contracts  to  their  friends,  and  they  gave  all  of  the 
real  estate  broker  commissions  to  a real  estate  broker. 

• fhe  real  estate  broker  did  not  have  an  office  in  San  Francisco  until  recently  when  he 
obtained  an  office  to  make  his  arrangement  with  the  public  administrator’s  office  look 
legitimate. 

• The  public  administrator  hired  his  friends  to  work  in  the  public  administrator’s  office. 


W'hen  the  City’s  Ethics  Commission  received  these  anonymous  allegations,  the  Ethics 
Commission  referred  the  complaint  to  the  Office  of  the  City  Attorney  and  the  District 
Attorney's  Office.  The  District  Attorney’s  Office  requested  the  Office  of  the  Controller  to 
investigate  each  allegation.  Therefore,  we  examined  the  issues,  policies,  and  procedures, 
and  documents  of  the  public  administrator’s  office  that  related  to  each  part  of  the 
complaint.  However,  we  did  not  investigate  the  allegation  that  the  owner  of  the  computer 
company  paid  city  employees.  We  referred  this  allegation  to  the  District  Attorney’s  Office 
because  it  has  the  expertise  to  make  such  investigations.  As  a result  of  this  referral,  the 
District  Attorney’s  Office  requested  we  delay  issuing  our  report  until  it  had  an  opportunity 
to  investigate  the  allegation. 
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The  Controller’s  Audits  Division 
Also  Evaluated  the  Overall  Performance 
Of  the  Public  Administrator’s  Office 


As  part  of  the  City’s  mandate  to  conduct  performance  audits  of  all  city  departments,  we 
also  conducted  a performance  audit  of  the  public  administrator’s  office.  The  purpose  of  this 
audit  was  to  determine  whether  the  public  administrator’s  office  properly  accounted  for 
and  managed  its  clients’  funds.  We  also  assessed  whether  the  public  administrator’s  office 
served  the  appropriate  clients,  achieved  intended  results,  and  managed  its  programs  in  an 
efficient  and  economical  manner.  We  did  not  audit  the  County  Veterans  Service  Office 
(Veterans  Office),  which  is  part  of  the  public  administrator’s  office,  because  our  initial 
review  of  the  Veterans  Office  operations  did  not  indicate  concerns  that  warranted  further 
review.  In  addition,  the  Veterans  Office’s  operations  are  relatively  small  and  are  distinct 
from  the  rest  of  the  operations  of  the  public  administrator’s  office.  Finally,  we  determined 
whether  the  public  administrator’s  office  had  adequate  performance  measures  and 
accurately  reported  its  performance  for  budget  purposes. 

The  performance  audit  review  originally  covered  the  period  from  July  1,  1995  through 
June  30,  1996.  However,  while  investigating  the  Xvhistler-blower’s  allegations  concerning 
the  public  administrator  and  two  employees,  we  identified  additional  issues  and  extended 
the  audit’s  review  period.  Thus,  the  investigative  audit  covers  the  period  January  1,  1996 
through  December  31,  1997.  After  completing  our  field  work,  we  did  not  immediately 
issue  our  report  because  the  District  Attorney’s  Office  requested  we  delay  issuing  our 
report  until  it  had  the  opportunity  to  investigate  whether  the  computer  company  improperly 
paid  any  employees  in  the  public  administrator’s  office.  As  a result  of  the  delay,  our  tests 
are  based  on  data  that  is  over  one  year  old. 
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CHAPTER  1 

THE  PUBLIC  ADMINISTRATOR/PUBLIC  GUARDIAN’S  OFFICE 
DID  NOT  FOLLOW  STATE  LAW  IN  ADMINISTERING  EXCESS 
INTEREST  EARNINGS 


SUMMARY 


Our  investigation  found  no  evidence  that  the  public  administrator/public  guardian 
(public  administrator),  the  assistant  public  administrator/public  guardian,  and  a 
staff  attorney  committed  fraud  or  took  the  interest  earnings  from  client  funds  for 
personal  use.  For  1996  and  1997,  we  found  that  the  public  administrator’s  office  properly 
accounted  for  all  the  interest  earnings  from  client  funds.  However,  the  office  did  not  follow 
the  state  law  requiring  it  to  deposit  all  excess  interest  earnings  to  the  City’s  general  fund, 
nor  has  the  office  followed  the  City’s  usual  budgeting  procedures.  For  1996  and  1997,  the 
public  administrator’s  office  deposited  only  $530,271,  or  39  percent  of  the  $1,342,702  it 
earned  as  excess  interest. 

The  public  administrator’s  office  used  most  of  the  remaining  excess  interest  earnings,  as 
well  as  interest  earnings  from  prior  periods,  to  pay  $990,500  to  a computer  service 
company.  In  doing  so,  the  public  administrator’s  office  did  not  use  the  City’s  annual 
appropriation  process  to  budget  for  the  expenditures  from  the  excess  interest  earnings. 
Finally,  the  public  administrator  violated  a city  ordinance  because  he  did  not  ask  the 
controller  to  certify  that  the  public  administrator’s  office  has  a valid  appropriation  from 
which  the  office  could  make  the  expenditures. 

Finally,  our  computer  consultant  did  identify  some  significant  security  weaknesses  in  the 
computer  network  system  used  by  the  public  administrator’s  office  to  account  for  client 
assets  and  their  interest  earnings;  nevertheless,  we  are  reasonably  sure  that  the  accounts 
maintained  by  the  public  administrator’s  office  correspond  to  actual  clients  because  of  the 
tests  we  conducted  on  client  funds  as  part  of  our  performance  audit  and  other  controls  that 
the  office  has  in  place  to  ensure  that  it  makes  payments  correctly  from  client  funds. 


BACKGROUND 

The  public  administrator’s  office  is  responsible  for  the  safekeeping  of  the  assets  of  its 
various  clients  and  for  paying  the  expenses  related  to  those  clients.  As  of  December  31, 
1997,  the  public  administrator’s  office  had  client  funds  totaling  $27,894,714.  According  to 
the  California  Probate  Code,  Section  7640  et  seq.,  the  public  administrator’s  office  is 
required  to  deposit  all  estate  moneys  in  an  insured  account  in  a financial  institution  or  with 


CONTROLLER’S  AUDITS  DIVISION 


5 


the  county  treasurer.  The  public  administrator’s  office  is  allowed  to  pool  the  funds  so  it  can 
earn  a higher  interest  rate.  However,  the  office  is  to  credit  each  estate  with  the  highest  rate 
of  interest  or  dividends  that  the  estate  would  have  received  if  the  office  had  deposited  that 
estate's  funds  separately.  Furthermore,  the  public  administrator’s  office  is  to  deposit  to  the 
City's  general  fund  the  interest  or  dividends  in  excess  of  the  amount  credited  to  the  estates. 

The  public  administrator’s  office  deposits  its  client  funds  in  a commercial  bank.  For 
several  years  before  1990,  the  bank  it  used  provided  to  the  public  administrator’s  office  a 
computer  system,  including  hardware,  software,  and  support  services,  to  keep  track  of 
clients’  account  activity.  The  bank  paid  the  public  administrator’s  clients  a savings  account 
rate  and  paid  the  computer  company  directly,  but  generated  no  excess  interest  for  the  City. 
In  1989,  the  Controller’s  Audits  Division  recommended  in  an  audit  report  that  the  public 
administrator's  office  award  the  banking  and  computer  services  through  a request-for- 
proposal  process.  In  doing  so,  the  public  administrator’s  office  did  not  receive  any  bids  for 
the  combined  services,  but  two  commercial  banks  offered  to  provide  banking  services  only. 
The  public  administrator's  office  then  selected  one  of  the  banks  to  provide  the  banking 
services.  To  obtain  the  computer  services  that  the  office  also  required,  the  public 
administrator  interviewed  three  computer  service  companies  and  selected  Computer 
Decision  Corporation  (CDC),  which  previously  ptovided  the  computer  services  to  the 
public  administrator's  office  on  behalf  of  the  bank  that  the  office  used  before  1990.  CDC 
became  Panoramic  Software,  Incorporated  (Panoramic),  in  1991. 


THE  PI  BLIC  ADMINISTRATOR’S  OFFICE  PROPERLY 
ACCOUNTED  FOR  INTEREST  EARNINGS  OF  CLIENTS 

Our  investigation  found  no  evidence  that  the  public  administrator/public  guardian,  the 
assistant  public  administrator/public  guardian,  and  a staff  attorney  committed  fraud  or  took 
the  interest  earnings  from  client  funds  for  personal  use.  For  1996  and  1997,  we  found  that 
the  public  administrator's  office  properly  accounted  for  all  the  interest  earnings  from  client 
funds. 

As  allowed  by  state  law,  the  public  administrator’s  office  deposited  client  funds  with  a 
commercial  bank  and  invested  in  a pooled  investment  fund  a portion  of  those  funds  not 
needed  to  pay  for  the  current  expenses  of  the  clients.  By  pooling  the  funds,  the  public 
administrator’s  office  earned  more  interest  than  it  would  have  earned  if  it  had  deposited 
each  client's  fund  assets  in  a separate  account.  Specifically,  in  1996  and  1997,  the  public 
administrator’s  office  earned  $3,064,048  in  interest  from  investing  client  funds.  As 
required  under  state  law,  the  public  administrator’s  office  properly  credited  clients  with 
$1,721,346  of  the  total  interest  as  interest  earnings  the  clients  would  have  earned  if  their 
assets  had  been  invested  in  individual  accounts.  The  public  administrator’s  office  properly 
identified  the  remaining  interest  earnings,  totaling  $1,342,702,  as  excess  interest  earnings. 
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THE  PUBLIC  ADMINISTRATOR’S  OFFICE 
DID  NOT  DEPOSIT  ALL  EXCESS  INTEREST 
EARNINGS  TO  THE  CITY’S  GENERAL  FUND 


Although  the  public  administrator’s  office  properly  accounted  for  the  excess  interest 
earnings  from  client  accounts,  it  did  not  follow  state  law  in  administering  the  earnings. 
Specifically,  the  public  administrator’s  office  did  not  follow  the  California  Probate  Code, 
Section  7642(b),  which  requires  it  to  deposit  to  the  City’s  general  fund  all  excess  interest 
earnings  from  investments  of  client  funds.  For  1996  and  1997,  the  public  administrator’s 
office  earned  excess  interest  totaling  $1,342,702  from  client  funds,  but  the  office  deposited 
only  $530,271  (39  percent)  of  this  amount  to  the  City’s  general  fund.  The  public 
administrator’s  office  used  the  remaining  amount  mainly  to  pay  $990,500  to  Panoramic. 
This  computer  service  company  provided  the  computer  system,  including  hardware, 
software,  and  consulting  services,  to  maintain  an  accounting  system  for  the  clients’ 
accounts.  According  to  the  public  administrator,  he  paid  Panoramic  using  the  excess 
interest  earnings  because  of  past  practices.  Since  the  public  administrator’s  office  had  used 
client  funds  deposited  at  the  bank  to  pay  for  computer  services  provided  by  its  former 
bank,  he  reasoned  that  the  office  could  use  the  same  excess  interest  from  client  funds  to 
pay  for  computer  services  under  direct  contract.  Further,  the  public  administrator  believed 
that  using  excess  interest  earnings  for  the  computer  system  was  appropriate  because  the 
computer  system  was  integral  to  the  proper  administration  of  client  accounts  since  client 
interest  could  not  be  recorded  without  the  computer  system.  In  addition,  the  administrator 
strongly  believed  this  was  the  most  effective  and  efficient  way  of  managing  his  office. 

Table  1 shows  the  sources  and  uses  of  the  excess  interest  earnings  from  client  funds  from 
January  1,  1996,  through  December  31,  1997. 

Table  1 

Sources  and  Uses  of  Excess  Interest  Earnings  from  Client  Funds 
January  1,  1996  Through  December  31,  1997 


Sources 

Uses 

Beginning  Balance,  January  1,  1996 

$298,215 

Excess  Interest,  1996  and  1997 

1,342,702 

Other  Receipts 

26,875 

Subtotal 

1,667,792 

Computer  Services 

$990,500 

Administrative  Expenses 

45,390 

Paid  to  Treasurer  for  General  Fund 

530,271 

Subtotal 

Ending  Balance,  December  31,  1997 

$101,631 

$1,566,161 
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The  public  administrator's  office  also  used  the  excess  interest  earnings  to  pay  or  account 
for  545,390  in  administrative  expenses.  It  paid  $14,709  to  the  City’s  Department  of 
Telecommunications  and  Information  Services  to  install  some  telephone  equipment  and 
also  paid  $22,805  for  client-related  expenses  that  were  not  directly  spent  out  of  individual 
client  funds.  Finally,  the  public  administrator's  office  transferred  $7,876  between 
programs,  .although  the  public  administrator's  office  had  invoices  and  other  documents  to 
support  the  expenditures  it  made  with  the  excess  interest  earnings,  the  office  poorly 
administered  the  contract  it  had  with  Panoramic,  as  we  discuss  in  a later  section  of  this 
report. 

At  least  since  July  1.  1991,  state  law  required  deposits  of  all  excess  interest  earnings  to  a 
county's  general  fund,  and  the  public  administrator’s  office  has  not  complied  with  this 
provision  since  at  least  that  date.  We  found,  for  example,  that  from  July  1990  through 
December  1997  the  public  administrator's  office  retained  more  than  $2.5  million  of  the 
excess  interest  earnings  to  pay  Panoramic  for  providing  the  computerized  system  used  by 
the  office.  Because  the  public  administrator’s  office  did  not  distinguish  the  excess  interest 
earnings  from  the  other  revenues  it  remitted  to  the  treasurer,  we  could  not  easily  identify 
the  excess  earnings  remitted  to  the  treasurer  before  the  two-year  period  we  reviewed. 


THE  PI  BLIC  ADMIMSTITATOR’S  OFFICE  DID  NOT 
FOLLOW  THE  CITY’S  APPROPRIATION  PROCESS 
FOR  SPENDING  THE  EXCESS  INTEREST  EARNINGS 

Not  only  did  it  fail  to  comply  with  the  state  law  related  to  depositing  all  excess  interest  in 
the  City's  general  fund,  but  the  public  administrator’s  office  did  not  use  the  City’s  annual 
appropriation  process  to  obtain  budgetary  approval  from  the  mayor  and  the  board  of 
supervisors  for  the  expenditures  from  the  excess  interest  earnings.  In  addition,  the  public 
administrator's  office  also  did  not  comply  with  the  city  ordinance  which  states  no 
obligation  involving  the  expenditure  of  money  is  to  be  incurred  or  authorized  by  any 
officer,  employee,  board  or  commission  of  the  City  unless  the  controller  first  certifies  that 
there  is  a valid  appropriation  from  which  the  expenditure  may  be  made.'  Finally,  the  public 
administrator's  office  did  not  obtain  approvals  for  these  expenditures  from  the  City’s 
purchaser  and  controller.  We  are  not  aware  of  any  exemption  that  would  allow  the  public 
administrator's  office  to  circumvent  the  budgetary  oversight  and  approvals  required  of  all 
City  departments. 


' Section  6.302  of  the  City  Charier  of  1932  and  Section  3. 105  of  the  City  Charter  of  1996,  effective  July  1, 
1996 
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THE  PUBLIC  ADMINISTRATOR’S  OFFICE 
MISCLASSIFIED  SOME  FUND  RECEIPTS 


In  reviewing  the  expenditures  made  from  the  excess  interest  earnings  by  the  public 
administrator’s  office,  we  found  that  the  office  misrepresented  the  source  of  $50,000  of  the 
excess  interest  earnings  that  it  deposited  with  the  city  treasurer  in  January  1996.  The  public 
administrator’s  office  has  program  accounts  for  its  Public  Administrator,  Public  Guardian, 
and  Representative  Payee  programs  in  which  it  records  the  excess  interest  earned  from  the 
investment  of  the  funds  of  clients  in  those  programs.  Before  transferring  some  of  the 
excess  interest  earnings  to  the  treasurer,  the  public  administrator's  office  first  transferred 
internally  $50,000  of  the  excess  interest  that  had  been  earned  from  funds  of  clients  in  the 
Public  Administrator  Program  to  the  program  account  of  the  Representative  Payee 
Program.  The  public  administrator’s  office  then  transferred  this  amount  to  the  treasurer  and 
apparently  represented  the  proceeds  as  fees  earned  from  the  Representative  Payee  Program. 
According  to  the  public  administrator,  he  made  this  transfer  because  he  needed  to  show 
that  he  was  meeting  revenue  projections  for  the  Representative  Payee  Program.  The 
administrator  did  deposit  this  excess  interest  to  the  City’s  general  fund;  however, 
misclassification  of  funds  is  a highly  questionable  practice. 


THE  PUBLIC  ADMINISTRATOR’S 
OFFICE  HAS  SIGNIFICANT  SECURITY 
WEAKNESSES  IN  ITS  COMPUTER  SYSTEM 

Even  though  our  tests  showed  that  the  public  administrator’s  office  accounts  for  client 
funds  correctly,  its  computer  system  has  security  weaknesses  that  could  lead  to 
mismanagement  of  the  funds.  Our  computer  consultant  assessed  the  control  structure  of  the 
computer  system’s  local  area  network  (network)  on  which  the  public  administrator’s  office 
maintains  records  of  client  assets,  including  receipts  of  funds,  as  well  as  the  expenditures 
made  from  those  assets.  Our  consultant  concluded  that  the  network  environment  does  not 
adequately  secure  it  from  unauthorized  access,  and  the  network  environment  does  not 
adequately  record  the  activities  of  various  users.  For  example,  our  consultant  noted  that 
unauthorized  users  could  easily  access  information  or  make  changes  to  programs. 

On  the  other  hand,  the  other  tests  we  conducted  revealed  no  instances  in  which  the  public 
administrator’s  office  had  mismanaged  client  funds.  We  tested  a sample  of  90  client 
accounts  out  of  the  approximately  2,300  client  accounts  maintained  in  the  computer 
system.  We  found  that  all  90  accounts  were  actual  clients  and  that  the  receipts  and 
expenses  for  the  clients  were  properly  recorded  and  supported.  In  addition,  we  tested  38  of 
the  366  cases  the  public  administrator’s  office  closed  in  fiscal  year  1995-96  and  found  that, 
for  both  public  administrator  and  public  guardian  cases,  the  files  included  orders  from  the 
probate  court  approving  the  distribution  of  funds  from  the  assets  or  estates  of  clients,  and 
that  documents  showed  that  the  office  made  final  payments  for  all  cases  properly.  In 
addition,  the  public  administrator’s  office  has  other  controls  in  place  to  help  ensure  that  it 
does  not  make  payments  to  fraudulent  accounts.  These  controls  include,  for  example. 
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assigning  stafT  to  review  and  approve  client  bills  for  payment  and  having  different  staff 
make  the  payments. 

Nonetheless,  because  of  the  security  weaknesses  identified  by  our  consultant,  we  believe 
that  the  public  administrator's  office  should  take  steps  to  improve  security  over  its 
computer  s>  stem  to  reduce  the  potential  for  unauthorized  users  to  use  the  computer  system 
for  fraudulent  purposes. 


RKC()MMEM).\TIONS 

We  recommend  that  the  Department  of  Administrative  Services  take  the  following  actions: 

• Direct  the  public  administrator's  office  to  comply  with  state  law  and  properly  deposit 
all  excess  interest  earnings  to  the  City’s  general  fund. 

• Require  the  public  administrator's  office  to  request  funding  through  the  City’s 
budgetar>'  process  to  pay  for  computer  services,  telephone  equipment,  unreimbursed 
client  expenses,  and  any  other  administrative  Costs  of  the  office. 

• Take  the  appropriate  disciplinary  action  against  the  public  administrator  for  his 
bypassing  the  City's  annual  appropriation  process  and  for  violating  the  city  ordinance 
requiring  the  controller's  certification  of  a valid  appropriation  before  an  expenditure  is 
made. 

• Direct  the  public  administrator  to  reflect  accurately  the  fees  collected  by  his  office. 

• Direct  the  public  administrator’s  office  to  correct  the  security  weaknesses  in  its 
computer  system  and  to  ascertain  that  all  client  accounts  in  its  computer  system 
correspond  to  actual  clients. 
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CHAPTER  2 

THE  PUBLIC  ADMINISTRATOR’S  OFFICE  POORLY  MANAGED  A 
CONTRACT  WITH  A COMPUTER  SERVICES  COMPANY 


SUMMARY 

We  also  found  no  evidence  to  support  the  whistle-blower’s  allegations  that  the 
public  administrator’s  office  gave  special  contracts  to  a computer  services 
company.  The  public  administrator’s  office  did  properly  award  the  first  contract 
through  a competitive  bid  process  to  the  company,  Panoramic  Software,  Incorporated 
(Panoramic),  to  provide  computer  services  for  the  office.  However,  in  awarding  the  most 
recent  contract,  the  public  administrator’s  office  did  not  select  the  company  through  a 
request-for-proposal  process  for  services  that  we  estimate  will  cost  more  than  $2  million 
for  the  five-year  period.  The  office  also  did  not  obtain  required  approvals  from  the 
purchaser  and  city  attorney  for  the  contracts. 

Further,  the  public  administrator’s  office  managed  the  contracts  with  Panoramic  poorly. 
The  office  allowed  Panoramic  to  submit  a memorandum  to  change  its  contract  fees  rather 
than  requiring  the  company  to  amend  its  two  contracts  formally.  Although  the  change  in 
fees  resulted  in  the  public  administrator’s  office  paying  $247,950  less  than  required  under 
its  contract  for  the  two  years  we  reviewed,  we  found  that  the  public  administrator’s  office 
also  paid  $64,050  in  unnecessary  charges  for  services  already  included  as  part  of  the 
contract  fees. 

The  office  also  allowed  Panoramic  to  provide  some  services  for  a fixed  fee  that  Panoramic 
should  have  furnished  on  an  hourly  basis.  The  office  paid  Panoramic  $19,000  each  month, 
or  $456,000  for  two  years,  for  consulting  and  training  services.  By  accepting  such  fixed  fee 
charges,  the  public  administrator’s  office  has  little  assurance  that  the  contractor  provided 
the  appropriate  services  and  that  the  charges  for  the  services  were  reasonable.  Furthermore, 
Panoramic  could  not  supply  us  with  any  detailed  records  to  support  its  charges. 
Panoramic’s  president  stated  that  Panoramic  did  not  keep  records  of  the  hours  of  service 
rendered  to  the  office  since  the  public  administrator’s  office  did  not  require  Panoramic  to 
charge  on  an  hourly  basis. 

Finally,  the  public  administrator’s  office  improperly  bypassed  the  City’s  budgetary 
controls  by  directly  purchasing  $33,159  in  office  furniture  and  equipment  through  its 
contract  instead  of  using  the  City’s  standard  purchasing  process,  which  requires  approvals 
by  the  purchaser  and  controller. 
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THK  I’l  BLIC  AI)MI.MSTR.\TOR’S  OFFICE 
Dll)  NOT  AL\N  AYS  CONTRACT  PROPERLY 
\\  I 1 11  A C OMPl  TER  SERV  ICES  COMPANY 


Although  it  appropriately  awarded  a contract  to  a computer  services  company  in  1990,  the 
public  administrator’s  office  later  failed  to  follow  required  contract  award  procedures  when 
renewing  this  contract.  The  public  administrator’s  office  used  most  of  the  excess  interest 
earnings  from  client  funds  to  pay  Panoramic,  the  computer  service  company,  to  provide 
hardware,  software,  training,  and  consulting  services  for  the  office’s  case  management 
system.  In  awarding  the  first  contract  in  1990  to  the  company,  which  was  then  called 
Computer  Decision  Corporation,  the  public  administrator’s  office  appears  to  have  used  a 
request-for-proposal  process  to  award  the  contract.  The  purchaser’s  Guide  to  Ordering 
Goods  and  Services  recommends  that  city  departments  use  a request-for-proposal  process 
to  select  the  best  contractor  to  provide  professional  services.  According  to  the  public 
administrator,  he  interviewed  the  two  other  firms  in  the  State  that  the  public  administrator 
identified  as  offering  these  specific  computer  services.  The  public  administrator 
determined  that  Computer  Decision  Corporation,  which  had  provided  the  computer 
services  to  the  public  administrator's  office  on  behalf  of  the  office’s  former  bank  in  1990, 
was  the  best  provider  and  entered  into  a five-year  contract  with  the  company  on  April  23, 
1990. 

However,  we  found  that  the  public  administrator’s  office  did  not  use  a request-for-proposal 
process  to  select  Panoramic  when  the  office  renewed  the  contract  in  1995.  The  public 
administrator  stated  that  he  did  not  use  this  standard  process  because  he  is  familiar  with  the 
products  of  other  computer  firms  as  a result  of  presentations  the  firms  make  at  annual  ■ 
meetings  of  public  administrators  and  public  guardians  in  California.  He  believed  that 
Panoramic  was  the  best  provider  of  computer  services  and  awarded  the  contract  to  the 
company  again.  The  public  administrator  remains  convinced  that  Panoramic  is  the  best 
vendor.  However,  the  contract  represents  potential  payments  of  more  than  $2  million  for  a 
five-year  period.  For  this  reason,  we  believe  that  the  public  administrator’s  office  should 
have  conducted  a formal  request-for-proposal  process  to  identify  the  best  firm  available 
that  would  provide  the  services  at  the  most  reasonable  cost. 


THE  PI  BLIC  ADMINISTRATOR’S  OFFICE  FAILED  TO 
OBTAIN  PROPER  APPROVALS  FOR  THE  CONTRACTS 

Furthermore,  the  public  administrator’s  office  did  not  enter  into  properly  approved  city 
contracts  with  the  company.  The  only  official  who  signed  the  contracts  in  1990  and  1995 
for  the  City  was  the  public  administrator  himself  The  public  administrator’s  office 
bypassed  the  review  and  approval  process  that  involves  the  purchaser  and  city  attorney  and 
that  the  City  requires  for  all  contracts.  By  not  obtaining  the  proper  approvals,  the  public 
administrator's  office  places  the  City  at  risk  because  the  terms  of  the  contract  may  not 
protect  the  City’s  interests  or  rights. 
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THE  PUBLIC  ADMINISTRATOR’S  OFFICE  FAILED 
TO  FORMALLY  AMEND  THE  CONTRACTS 
WHEN  CHANGING  CONTRACT  TERMS 

The  public  administrator’s  office  allowed  Panoramic  to  change  its  fees,  but  the  office  did 
not  formally  amend  the  contracts  with  the  company.  In  November  1994,  Panoramic 
advised  the  public  administrator’s  office  by  memorandum  that  Panoramic  was  changing 
the  format  of  its  invoice  to  reflect  more  accurately  the  services  it  provides  to  the  office. 

The  company  changed  the  amount  of  fees  and  the  basis  for  charging  those  fees.  However, 
neither  the  public  administrator’s  office  nor  Panoramic  formally  amended  the  contracts  to 
reflect  these  changes.  Without  a formal  amendment,  the  public  administrator’s  office  has 
less  recourse  to  challenge  fees  that  may  be  incorrectly  charged. 

In  1997,  for  example,  Panoramic  charged  $5,000  each  month  for  the  basic  software  license 
and  general  maintenance  instead  of  charging  the  $3,000  stated  in  the  contract.  In  addition, 
instead  of  billing  from  $350  to  $1,500  per  workstation  for  hardware  and  hardware 
maintenance  each  month.  Panoramic  charged  a fixed  fee  of  $14,000  for  all  work  stations 
each  month.  Finally,  instead  of  billing  $600  per  month  for  consulting  and  training  services 
for  each  workstation,  the  company  charged  three  different  fixed  fees  for  these  services,  and 
the  bill  totaled  $19,000  each  month. 

At  our  request.  Panoramic  used  the  contract  fee  schedule  to  recompute  its  charges  for  1996 
and  1997.  Because  the  public  administrator’s  office  increased  its  number  of  workstations 
over  the  two  years,  and  because  Panoramic  did  not  record  when  these  increases  occurred. 
Panoramic  estimated  the  number  of  workstations  in  place  for  each  month.  According  to 
Panoramic’s  calculations,  excluding  costs  that  we  disallowed  for  reasons  we  discuss  later 
in  the  chapter.  Panoramic  would  have  billed  the  public  administrator’s  office  $1,242,450 
for  the  two  years  if  it  had  billed  according  to  the  contract  terms,  or  $247,950  more  than  it 
actually  billed.  Because  of  changing  its  billing  practices.  Panoramic  charged  less  than  it 
was  required  to  charge  under  the  terms  of  its  contract. 


THE  PUBLIC  ADMINISTRATOR’S  OFFICE  COULD  NOT 
SHOW  THAT  PANORAMIC’S  CHARGES  FOR  TRAINING 
AND  CONSULTING  SERVICES  WERE  REASONABLE 

The  public  administrator’s  office  could  not  show  that  the  $456,00  it  paid  to  Panoramic 
during  1996  and  1997  for  training  and  consulting  services  was  reasonable.  Panoramic 
charged  the  public  administrator’s  office  a total  of  $19,000  each  month;  $1 1,000  for 
systems  consulting  and  training,  $6,000  for  banking  services  and  investment  management, 
and  $2,000  for  accounting  services  and  consulting.  By  accepting  such  fixed-fee  charges, 
the  public  administrator’s  office  has  little  assurance  that  the  contractor  provided  the 
appropriate  services  and  that  the  charges  for  the  services  were  reasonable. 
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When  ue  asked  Panoramic  to  show  us  invoices  that  detail  the  specific  services  it  provided 
to  the  public  administrator’s  otTice.  including  the  number  of  hours  associated  with  each 
seiA  ice.  Panoramic  could  not  supply  us  with  any  detailed  records.  Further,  the  company 
president  stated  that  Panoramic  did  not  keep  records  of  the  hours  of  service  rendered  to  the 
otTice  since  the  public  administrator's  office  did  not  require  Panoramic  to  charge  on  an 
hourly  basis.  Panoramic’s  president  stated  that  he  and  his  staff  were  available  to  furnish 
\\hate\er  consulting  services  the  public  administrator’s  office  required.  However,  we 
believe  that  the  public  administrator’s  office  poorly  managed  the  contract  when  it  paid 
$19,000  each  month  for  training  and  consulting  services  for  which  the  contractor  has  not 
recorded  its  specific  activities  nor  the  hourly  cost  of  providing  those  services. 


THE  PI  BLIC  .ADMlMSTR.ATOR’S  OFFICE 
PAH)  PANORA.MIC  UNNECESSARILY 
FOR  SOME  SERVICES 

For  1996  and  1997.  the  public  administrator’s  office  paid  Panoramic  $82,500  for  special 
ser\'ices  that  the  company  billed  as  outside  the  scope  of  its  contract.  In  reviewing  these 
costs,  we  concluded  that  the  only  service  Panoraitiic  provided  that  was  outside  the  scope  of 
the  contract  was  the  purchase  of  some  office  furniture  and  equipment,  costing  $18,450, 
which  the  public  administrator’s  office  asked  Panoramic  to  supply.  However,  for  the 
remaining  services,  the  public  administrator’s  office  unnecessarily  paid  a total  of  $64,050 
for  services  that  the  contracted  fees  already  included. 

Of  the  $64,050,  payments  totaling  $56,400  went  to  extraordinary  consulting,  which  the 
company  described  as  installing  computer  upgrades,  software  upgrades,  and  network 
cabling.  However,  according  to  its  contract.  Panoramic  is  to  fully  maintain  and  upgrade 
hardware,  to  continually  modernize  and  improve  the  software,  and  to  supply  all  necessary 
cabling  and  connection  with  power  and  communications  facilities.  Because  the  contract 
requires  these  serv'ices,  the  company  should  not  have  billed  the  public  administrator’s 
office  for  these  services  separately. 

Panoramic  also  incorrectly  billed  the  public  administrator’s  office  $7,650  for  materials  it 
purchased  so  that  it  could  install  some  equipment  for  the  office’s  computer  network. 
Although  Panoramic  charged  only  its  actual  costs  to  purchase  these  materials,  the  contract 
states  that  the  company  is  to  provide  all  necessary  cables  and  connections  with  power  and 
communications  facilities.  Because  the  contract  specifically  names  these  serv  ices,  the 
company  should  not  have  billed  the  public  administrator's  office  for  the  networking 
materials. 
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THE  PUBLIC  ADMINISTRATOR’S  OFFICE 
IMPROPERLY  BYPASSED  BUDGETARY  CONTROLS 
WHEN  PURCHASING  SOME  OFFICE  EQUIPMENT 

The  public  administrator’s  office  improperly  bypassed  the  City’s  budgetary  controls  by 
purchasing  office  furniture  and  equipment  through  the  office’s  contract  with  Panoramic 
and  also  by  using  some  of  the  excess  interest  earnings  the  public  administrator’s  office 
retained  for  its  use.  During  1996  and  1997,  the  public  administrator  requested  Panoram.ic  to 
provide  office  furniture  and  equipment  costing  $18,450.  Panoramic  billed  the  office  for 
these  purchases  through  its  computer  services  contract.  In  addition,  in  1997,  the  public 
administrator’s  office  purchased  telephone  equipment,  costing  $14,709,  from  the  City’s 
Department  of  Telecommunications  and  Information  Services.  The  public  administrator’s 
office  paid  for  the  telephone  equipment  using  excess  interest  earnings.  By  doing  so,  it 
bypassed  the  review  and  approval  process  by  the  purchaser  and  controller. 


THE  PUBLIC  ADMINISTRATOR’S  OFFICE 
RECEIVED  THE  EQUIPMENT  AND  SERVICES 
SPECIFIED  IN  ITS  CONTRACT 

Contrary  to  the  whistle-blower’s  allegation  that  the  public  administrator’s  office  has  old 
computer  equipment,  we  found  that  Panoramic  provides  a local  area  network  computer 
system  to  the  public  administrator’s  office  that  has  more  than  50  workstations  consisting  of 
486  processors  and  Panoramic  has  upgraded  a portion  of  the  workstations  so  that  they  use 
Pentium  processors.  According  to  our  computer  consultant,  the  technology  supplied 
appears  adequate  to  support  applications  as  of  1998  and  was  not  more  than  three  to  four 
years  old. 

Nonetheless,  our  consultant  believes  the  contract  may  cause  the  public  administrator’s 
office  to  pay  more  than  necessary  for  Panoramic’s  computer  hardware  and  maintenance 
services.  According  to  the  terms  of  the  contract,  the  cost  of  these  services  is  approximately 
$240,000  per  year  as  of  December  1997.  Our  consultant’s  review  indicates  that  the  office 
may  obtain  these  services  for  $75,000  to  $165,000.  However,  Panoramic  did  not  bill 
according  to  the  terms  of  the  contract,  and,  for  both  1996  and  1997,  the  company  billed 
$168,000  for  computer  hardware,  maintenance,  and  upgrades.  Because  this  amount  is  near 
the  range  suggested  by  our  consultant,  we  believe  that  the  actual  amount  paid  for  this  part 
of  the  contract  is  reasonable. 

Although  our  computer  consultant  assessed  the  reasonableness  of  the  charges  for  the 
computer  hardware  and  maintenance  service  portion  of  the  public  administrator’s  contract 
with  Panoramic,  the  consultant  did  not  assess  the  reasonableness  of  the  charges  for  the 
software  license  and  software  maintenance.  We  do  not  have  the  expertise  to  assess  if  the 
fees  were  reasonable. 
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We  also  found  the  allegation  that  staff  received  no  consulting  services  or  training  was  not 
supported.  We  inter\  iewed  four  managers  in  the  public  administrator's  office  and  they 
staled  that  Panoramic  had  trained  staff  on  using  the  office’s  computer  system  and  that 
Panoramic  was  accessible  and  responsive  to  questions  from  staff  In  addition,  we  found 
that  Panoramic  provided  banking,  investment,  and  accounting  consulting  services  to  the 
public  administrator's  office,  including  submission  of  monthly  summary  reports  of  the 
in\  eslmenl  services  it  provided  to  the  office. 


RFC  O M .ME  N I).\T  IONS 

To  eliminate  weaknesses  in  its  contracting  procedures  and  in  its  agreement  with  Panoramic 

Software,  Incorporated,  the  Public  Administrator/Public  Guardian’s  Office  should  do  the 

following: 

• Obtain  the  opinion  of  the  Office  of  the  City  Attorney  to  determine  if  the  contract 
between  the  public  administrator’s  office  and  Panoramic  is  legally  binding  and  whether 
the  contract  needs  corrections  or  amendments  to  reflect  the  fees  that  the  office  now 
pays. 

• Ask  the  City's  purchaser  to  determine  if  the  contract  with  Panoramic  represents  the 
most  cost-effective  method  for  acquiring  computer  services.  The  public  administrator’s 
office  should  consider  splitting  its  contract  into  two  separate  contracts.  One  contract 
would  involve  obtaining  the  software  license,  maintaining  software,  and  consulting 
services,  and  the  other  contract  would  include  the  procurement  of  the  computer 
hardware  and  maintenance  services. 

• Deduct  $64,050  from  the  next  payment  to  Panoramic  to  recover  the  amount 
unnecessarily  paid  for  materials  and  services  already  required  by  contract. 

• Follow  city  procedures  requiring  that  city  departments  budget  and  obtain  necessary 
approvals  for  all  expenditures. 

• Adhere  to  current  city  charter  requirements  when  it  obtains  information  technology 
services  in  the  future. 
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CHAPTER  3 

THE  PUBLIC  ADMINISTRATOR’S  OFFICE  AWARDED  THE  REAL 
ESTATE  BROKER  SERVICES  FAIRLY  AND  USED  APPROPRIATE 
HIRING  PRACITCES 


THE  PUBLIC  ADMINISTRATOR’S  OFFICE 
AWARDED  REAL  ESTATE  BROKER  SERVICES  FAIRLY 

We  found  no  evidence  that  the  public  administrator/public  guardian  (public 

administrator),  the  assistant  public  administrator/public  guardian,  and  a staff 
attorney  improperly  gave  special  contracts  to  their  friends,  and  specifically  to  a 
real  estate  broker.  We  determined  that  the  public  administrator’s  office  generally  has 
appropriate  procedures  for  awarding  contracts  to  provide  property  management  services  to 
some  of  its  clients.  The  office’s  process  for  awarding  contracts  includes  soliciting  bids, 
using  a panel  to  evaluate  the  bids,  and  selecting  the  highest-ranked  bidder.  The  public 
administrator’s  office  awarded  property  management  service  contracts  to  the  real  estate 
broker  in  1991,  1994,  and  1997.  We  reviewed  the  process  for  awarding  the  1997  contract 
and  found  that  the  public  administrator’s  office  followed  its  usual  contract  award  process, 
which  included  soliciting  bids  and  having  a panel  evaluate  the  bids.  The  office 
appropriately  awarded  the  contract  to  the  real  estate  broker  who  was  the  highest-ranked 
bidder. 

In  addition,  whether  the  real  estate  broker  obtained  an  office  in  San  Francisco  has  no 
bearing  on  his  contract  with  the  public  administrator’s  office  to  provide  property 
management  services  for  clients  of  the  public  administrator’s  office.  The  City  has  no 
requirements  that  a contractor  with  the  public  administrator’s  office  or  with  the  City 
maintain  an  office  in  San  Francisco. 


THE  PUBLIC  ADMINISTRATOR  USED 
APPROPRIATE  PRACTICES  IN  HIRING  STAFF 

We  found  no  evidence  to  support  the  whistle-blower’s  allegation  that  the  public 
administrator  hired  his  friends  to  work  in  the  public  administrator’s  office.  We  did  not 
investigate  the  personal  relationships  the  public  administrator  had  with  the  staff  he  hired. 
However,  the  public  administrator  provided  to  us  an  employee  roster  for  the  office  for 
December  1997.  According  to  the  public  administrator,  his  office  hired  all  employees  of 
the  office  through  appropriate  civil  service  hiring  practices.  He  stated  that  all  employees  of 
the  office  were  hired  from  civil  service  lists  except  for  six  employees  who  were  hired 
provisionally  since  no  civil  service  list  existed  and  five  employees  who  are  attorneys  in 
exempt  positions  serving  at  the  department  head’s  discretion. 
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CHAPTER  4 

THE  PUBLIC  ADMINISTRATOR’S  OFFICE  MEETS  CLIENT 
NEEDS  AND  GENERALLY  MANAGES  ITS  CASELOADS  WELL 


he  Public  Administrator/Public  Guardian’s  Office  meets  client  needs,  serves  types 


of  clients  appropriate  to  its  mission,  and  assists  client  groups  with  greater  need  than 


client  groups  it  could  potentially  serve.  In  addition,  the  office  accurately  reported  its 
performance  measures  and  generally  met  its  stated  goals.  We  also  found  that  the  public 
administrator’s  office  appropriately  distributes  its  workload  to  staff  and  that  the  workload 
at  the  public  administrator’s  office  compares  favorably  to  the  workloads  in  public 
administrators’  offices  in  other  counties  we  surveyed.  Moreover,  the  Public  Administrator, 
Public  Guardian,  and  Representative  Payee  programs  close  client  cases  properly  by 
distributing  remaining  assets  of  clients.  Nonetheless,  the  Public  Administrator  Program  and 
the  Representative  Payee  Program  need  to  close  cases  more  promptly.  It  is  important  that 
the  public  administrator’s  office  does  not  unnecessarily  retain  assets  from  these  cases  that 
it  should  pay  to  either  the  State  or  the  City.  Furthermore,  the  public  administrator’s  office 
distorts  its  workload  by  not  closing  cases  it  no  longer  actively  administers.  Finally,  the 
public  administrator’s  office  increases  the  risk  that  funds  may  be  stolen  from  the  accounts 
of  those  cases. 

BACKGROUND 

The  public  administrator’s  office  carries  out  its  responsibilities  in  three  major  programs. 

Public  Administrator  Program 

The  Public  Administrator  Program  administers  the  estates  of  persons  who  die  without  wills 
and  have  no  relatives  to  administer  the  estates,  and  the  program  secures  and  sells  the 
decedent’s  assets.  From  the  proceeds,  the  program  pays  creditors  and  remits  any  remaining 
funds  to  designated  beneficiaries,  as  approved  by  the  court,  and  receives  fees  to  partially 
defray  its  administrative  costs. 

Public  Guardian  Program 

The  Public  Guardian  Program  serves  as  the  court-appointed  conservator  of  persons  who 
cannot  handle  their  affairs.  The  Public  Guardian  Program’s  clients  are  primarily  seniors 
living  independently  who  are  at  physical  or  financial  risk.  Once  appointed  conservator,  the 
Public  Guardian  Program  has  care  and  custody  of  the  person,  and  it  selects  the  individual’s 
living  environment,  arranges  for  medical  services,  pays  bills,  and  manages  assets,  among 
other  case-management  activities.  The  program  collects  a court-approved  fee  for  its 
services. 


SUMMARY 
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Representative  Payee  Program 

The  City  Administrative  Code,  Section  10.1 17-58,  requires  the  public  administrator’s 
otTice.  by  memorandum  of  understanding  with  the  Department  of  Public  Health,  through 
the  Representative  Payee  Program,  to  serve  certain  mental  health  patients  who  are  unable 
to  manage  their  funds.  The  program  receives,  manages,  and  disburses  income  for  these 
clients,  most  of  whom  recei\  e some  type  of  government  aid.  The  Representative  Payee 
Program  ser\  es  gravely  disabled  mental  health  patients  in  locked  facilities;  disabled  mental 
health  patients  living  in  the  community;  impaired  individuals,  including  some  veterans; 
and  some  frail  seniors. 


THK  PI  BLIC  ADMINISTRATOR’S  OFFICE 
FFFECTI\  ELY  SERVES  ITS  CLIENTS 

During  our  audit,  the  five  client  advocates  and  five  referring  agencies  we  interviewed 
indicated  that  they  believe  that  the  public  administrator’s  office  properly  serves  its  clients. 

•A  client  advocate  is  a person  intensively  involved  in  services  to  seniors  and  a referring 
agency  sends  potential  clients  to  the  public  administrator’s  office.  Appendix  B lists  the 
client  advocates  and  referring  agencies  we  interviewed.  Specifically,  the  Public 
Administrator  Program's  performance  received  favorable  comments  from  the  staff  we 
inter\'iewed  at  the  Superior  Court's  Probate  Department  and  at  the  Medical  Examiner’s 
Office.  The  Public  Guardian  Program’s  performance  received  generally  favorable 
comments  from  the  staff  we  interviewed  and  at  the  City’s  Department  of  Human  Services’ 
Adult  Protective  Services  unit  and  Laguna  Honda  Hospital’s  Social  Services  unit.  Client 
advocates  also  provided  generally  favorable  comments.  Similarly,  the  performance  of  the 
Representative  Payee  Program  received  favorable  comments  from  the  staff  we  interviewed 
at  the  City's  Department  of  Public  Health's  Division  of  Mental  Health  and  from  the  staff  of 
client  advocacy  groups.  However,  several  advocates  said  the  public  administrator’s  office 
should  receive  additional  city  funds  to  serve  more  clients  or  decrease  caseloads  carried  by 
staff 


HIE  PI  BLIC  ADMINISTRATOR’S  OFFICE 

ACCT  RATEL\  REPORTED  ITS  PERFORMANCE  RESULTS 

AM)  (;ENERALLY  ACCOMPLISHED  ITS  GOALS 

We  reviewed  the  results  of  performance  measures  reported  by  the  public  administrator’s 
office  and  found  that  they  were  substantially  accurate  and  that  internal  records  supported 
the  results.  In  addition,  we  compared  the  performance  results  to  performance  goals  for 
fiscal  years  1994-95  and  1995-96  and  found  the  office  generally  achieved  its  goals  in  those 
two  fiscal  years.  For  example,  the  office  met  or  exceeded  its  annual  goals  of  investigating 
400  deaths  and  generating  $1.7  million  to  offset  service  costs.  We  also  analyzed 
performance  measure  variances  greater  than  10  percent  and  found  that  the  variances  were 
generally  due  to  fluctuating  caseloads.  For  example,  fluctuating  caseloads  caused  the  office 
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to  fall  1 1 percent  short  of  its  goal  of  providing  representative  payee  services  to  1,200 
clients  in  fiscal  year  1994-95. 


THE  PUBLIC  ADMINISTRATOR’S  OFFICE 
GENERALLY  DISTRIBUTES  ITS 
CASELOADS  AMONG  STAFF  WELL 

When  we  analyzed  case  distribution  for  the  Public  Administrator,  Public  Guardian,  and 
Representative  Payee  programs,  we  found  that  varying  workloads  among  the  staff  was 
appropriate.  For  example,  those  staff  assigned  fewer  cases  had  supervisory  responsibilities 
or  more  complex  cases.  We  also  reviewed  the  methods  used  to  assign  cases  of  the  Public 
Administrator  and  Public  Guardian  programs  to  the  attorneys  and  estate  investigators,  and 
we  found  them  reasonable  and  appropriate.  In  general,  the  Public  Administrator  and  Public 
Guardian  programs  assign  cases  based  on  the  relative  size  and  complexity  of  each  staff 
member’s  caseload. 

In  addition,  we  reviewed  alternate  methods  for  assigning  Public  Administrator  and  Public 
Guardian  cases  to  the  attorneys  and  estate  investigators.  For  example,  other  counties  assign 
cases  to  staff  based  on  the  geographical  location  of  the  client  or  on  a point  system  that 
assesses  the  difficulty  of  the  cases.  We  concluded  that  these  alternate  methods  of  assigning 
cases  would  not  improve  the  office’s  existing  methods. 


THE  WORKLOAD  OF  THE  PUBLIC  ADMINISTRATOR’S  OFFICE 
COMPARES  FAVORABLY  TO  THE  WORKLOAD  IN 
OTHER  COUNTY  PUBLIC  ADMINISTRATORS’  OFFICES 

When  we  compared  the  workloads  of  the  City’s  public  administrator’s  office  in  fiscal  year 
1995-96  to  those  of  public  administrators’  offices  in  five  other  counties  in  the  State,  we 
found  that  the  public  administrator’s  office  handled  the  same  number  of  cases  or  more 
cases  as  the  staff  at  public  administrators’  offices  in  the  five  other  counties.  The  counties 
we  surveyed  were  San  Diego,  Santa  Barbara,  Santa  Clara,  Sonoma,  and  Ventura.  We 
selected  these  counties  because  the  public  administrator  identified  them  as  having 
characteristics  comparable  to  San  Francisco.  For  example,  the  counties  of  the  other  public 
administrators’  offices  have  populations  comparable  to  San  Francisco’s  population  and 
provide  the  same  types  of  programs.  Our  survey  found  that  the  City’s  Public  Administrator 
Program  had  a significantly  higher  caseload  than  did  the  programs  at  other  counties,  while 
the  City’s  Public  Guardian  Program  had  a caseload  that  was  comparable  to  caseloads  at 
other  counties. 
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The  Caseload  for  the  Public  Administrator  Program  Was 
Significantly  Higher  Than  Caseloads  of  Other  Counties 

In  fiscal  year  1995-96,  when  individual  staff  members  assigned  to  the  City’s  Public 
Administrator  Program  were  responsible  for  average  of  80  cases,  the  staff  in  the  five 
counties  we  surveyed  were  responsible  for  average  caseloads  ranging  from  14  to  43  cases. 
However,  the  City’s  public  administrator's  office  did  not  open  or  close  more  cases  than  the 
public  administrators'  offices  in  the  other  five  counties.  In  fact,  the  City  and  the  five 
counties  each  opened  approximately  21  cases  per  staff  member  during  the  year.  The  higher 
caseload  also  was  not  due  to  city  staff  closing  fewer  cases  than  other  counties.  The  City’s 
Public  Administrator  Program  closed  an  average  of  1 7 cases  for  each  staff  member 
assigned  to  the  program,  while  staff  in  the  five  counties  closed  an  average  of  14  cases  for 
each  staff  member  assigned  to  the  programs. 

According  to  the  City’s  public  administrator,  the  difference  between  the  counties’ 
caseloads  for  fiscal  year  1995-96  was  due  to  the  Public  Administrator  Program’s  carrying 
more  inactive  or  low  activity  cases  than  other  county  public  administrators  carried.  He 
stated  that  San  Francisco  is  relatively  small  in  geographical  area,  and  the  fact  that  many  of 
the  decedents  lived  relatively  near  the  public  administrator’s  office  decreased  travel  time 
for  Public  Administrator  Program  staff  to  administer  the  estates.  Finally,  he  stated  that 
unlike  management  other  county  public  administrators’  offices,  management  in  his  office 
is  more  involved  in  cases  and  managers  often  carry  caseloads.  For  example,  in  the  Public 
Administrator  Program,  the  assistant  public  administrator/public  guardian  carries  a 
caseload. 


The  Caseload  for  the  Public  Guardian  Program 
Was  Similar  to  the  Caseloads  at  Other  Counties 

In  fiscal  year  1995-96,  staff  members  assigned  to  the  City’s  Public  Guardian  Program  were 
each  responsible  for  an  average  of  21  cases.  The  staff  in  the  five  counties  we  surveyed 
w ere  also  responsible  for  a similar  number  of  cases,  ranging  from  12  to  33  cases  per  staff 
member  in  the  five  counties.  According  to  the  public  administrator,  the  Public  Guardian 
Program's  workload  is  made  more  manageable  because  San  Francisco  has  a smaller 
geographical  area  than  do  the  other  counties.  However,  other  county  public  guardians’ 
workloads  are  made  more  manageable  because  the  programs  serve  clients  in  locked 
facilities.  This  situation  reduces  staff  travel  time.  In  San  Francisco,  clients  who  reside  in 
locked  facilities  numbered  about  450  in  February  1997,  and  they  receive  services  from  the 
City’s  Department  of  Public  Health. 
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THE  PUBLIC  ADMINISTRATOR  PROGRAM 

CLOSED  CASES  APPROPRIATELY  BUT 

NEEDS  TO  CLOSE  SOME  CASES  MORE  PROMPTLY 


We  reviewed  15  of  the  182  cases  that  the  Public  Administrator  Program  closed  during 
fiscal  year  1995-96  and  found  that  the  program  made  the  final  payments,  including 
assessing  the  program  fees,  according  to  a court  order.  In  addition,  we  found  that  the  Public 
Administrator  Program  properly  deposited  its  fees  with  the  City.  The  fees  partially  defray 
the  cost  of  operating  the  Public  Administrator  Program. 

However,  we  found  that  the  Public  Administrator  Program  was  slow  in  closing  some  cases. 
As  of  June  30,  1996,  the  Public  Administrator  Program  had  865  open  cases.  As  of 
November  30,  1996,  68  cases,  or  8 percent,  were  more  than  three  years  old.  Although  the 
state  Probate  Code  does  not  specify  when  cases  must  close,  the  public  administrator  agreed 
that  his  office  should  close  Public  Administrator  Program  cases  within  three  to  five  years, 
depending  on  the  values  of  the  estates.  When  the  Public  Administrator  Program  closes  a 
case  and  no  beneficiary  exists,  the  program  remits  the  proceeds  to  the  State  if  the  estate  has 
$60,000  or  more  in  assets.  For  smaller  estates,  the  proceeds  go  to  the  City’s  general  fund. 

When  we  reviewed  case  files  for  19  of  the  oldest  cases,  each  of  which  was  open  for  more 
than  five  years,  we  found  that  the  Public  Administrator  Program  had  not  closed  the  cases 
because  no  heirs  pressed  for  action  or  tax  liability  issues  were  not  resolved  as  quickly  as 
they  might  have  been.  The  total  cash  balance  of  these  68  cases  as  of  June  30,  1996,  was 
$2,195,972,  or  an  average  of  $32,294  each.  The  Public  Administrator  Program  needs  to 
close  such  cases  promptly  so  that  it  does  not  unnecessarily  retain  assets  that  it  should  pay 
to  either  the  State  or  the  City.  Furthermore,  the  public  administrator’s  office  distorts  its 
workload  by  not  closing  cases  it  no  longer  actively  administers.  Finally,  the  public 
administrator’s  office  increases  the  risk  that  funds  may  be  stolen  from  the  accounts  of  those 
cases. 


THE  PUBLIC  GUARDIAN  PROGRAM  CLOSED 
CASES  APPROPRIATELY  AND  PROMPTLY 

For  the  Public  Guardian  Program,  we  reviewed  7 of  the  22  cases  that  it  closed  during  fiscal 
year  1995-96  and  found  that  the  Public  Guardian  Program  made  final  payments,  including 
assessing  program  fees,  according  to  court  orders.  In  addition,  we  found  that  the  Public 
Guardian  Program  correctly  deposited  its  fees  with  the  City.  These  fees  partially  defray  the 
cost  of  operating  the  Public  Guardian  Program. 

We  also  assessed  whether  the  Public  Guardian  Program  kept  cases  open  unnecessarily.  We 
reviewed  the  number  of  transactions  posted  to  each  client  account  for  the  months  of  May 
and  June  1996.  Out  of  the  298  clients  in  the  Public  Guardian  Program  during  this  period, 
we  reviewed  the  case  files  for  19,  or  25  percent,  of  the  76  clients  for  which  the  Public 
Guardian  Program  had  made  fewer  than  six  transactions  during  the  two  months.  We  found 
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that  the  Public  Guardian  Program  had  closed  10  cases  but  its  case  management  system  did 
not  identify  the  cases  as  closed.  For  the  remaining  9 cases,  7 were  active  but  had  only  a few 
transactions  for  the  period,  and  2 cases  had  legal  problems  and  were  kept  open.  Based  on 
this  re\iew.  we  concluded  that  the  Public  Guardian  Program  closed  its  cases  promptly. 
Nonetheless,  the  program  needs  to  make  sure  it  identifies  in  the  case  management  system 
all  the  cases  the  program  had  closed. 


rHE  RKPRESENT.ATIVE  PAYEE  PROGR.AM 
CLOSED  C.\SES  PROPERLY  BUT  NEEDS 
TO  CLOSE  SO.ME  CASES  MORE  PROMPTLY 

For  the  Representative  Payee  Program,  we  reviewed  16  of  the  161  cases  that  the  program 
closed  during  fiscal  year  1995-96  and  found  that  it  closed  client  cases  appropriately.  The 
Representative  Payee  program  closes  cases  when  its  clients  die  or  move  from  San 
Francisco. 

How  ever,  the  Representative  Payee  Program  was  slow  in  closing  5 of  the  16  cases  we 
reviewed.  The  program  did  not  close  the  cases  from  six  months  to  nine  years  after  the 
client  had  died  or  moved  from  San  Francisco.  The  Representative  Payee  Program  manager 
agreed  that  his  staff  took  too  long  to  close  these  cases,  and  he  explained  that  the  delays 
occurred  primarily  because  case  closure  has  not  been  a program  priority. 

W’e  determined  that  of  the  Representative  Payee  Program’s  1,126  clients  as  of  June  30, 

1 996,  3 1 clients  had  died  more  than  6 months  ago,  yet  their  cases  had  not  been  closed.  The 
total  cash  balance  of  these  31  cases  as  of  November  30,  1996,  was  $43,883,  or  an  average 
of  $1,416  per  client. 

In  addition,  of  the  16  cases  we  reviewed,  the  Representative  Payee  Program  closed  5 client 
cases  by  transferring  the  residual  funds  to  the  City’s  general  fund.  For  each  of  these  cases, 
the  Representative  Payee  Program  staff  members  were  unable  to  locate  the  client  or  a 
beneficiary,  and  the  Social  Security  Administration  did  not  claim  the  money.  These  5 
clients'  funds  totaled  $1,992,  ranging  from  $1  to  $1,235.  The  Representative  Payee 
Program  manager  explained  that  the  federal  government  authorizes  representative  payees 
to  charge  clients  a monthly  fee  of  $25  and  substance  abuse  clients  a fee  of  $50.  The 
practice  at  the  public  administrator’s  office  has  been  to  omit  the  fees  because  the  clients 
ha\e  so  little  money.  However,  when  a client  disappears  or  dies  with  no  beneficiary  and 
has  some  residual  funds,  the  public  administrator  has  authorized  the  Representative  Payee 
Program  to  transfer  the  residual  funds  to  the  City’s  general  fund.  This  practice  allows  the 
Representative  Payee  Program  to  recover  some  of  the  fees  to  which  it  is  entitled.  How’ever, 
the  public  administrator's  office  has  not  established  a policy  or  procedures  for  this  activity, 
nor  has  it  requested  the  board  of  supervisors’  approval  for  appropriate  legislation  to 
authorize  this  practice.  Further,  the  Representative  Payee  Program  has  not  yet  established 
the  necessary  records  to  show  that  the  amount  of  funds  transferred  does  not  exceed  the 
allowable  fees. 
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We  also  reviewed  a sample  of  cases  that  showed  few  or  no  transactions  to  determine  if  any 
valid  reasons  justified  leaving  the  cases  open.  We  analyzed  client  activity  by  the  number  of 
transactions  posted  to  each  client  account  for  the  months  of  May  and  June  1996.  Of  the 
Representative  Payee  Program’s  1,126  clients  as  of  June  30,  1996,  we  determined  that  84 
clients,  or  7 percent,  had  one  or  fewer  transactions  for  this  two-month  period.  We  selected 
12,  or  14  percent,  of  these  84  clients,  and  reviewed  the  clients’  status  to  determine  whether 
the  program  was  properly  handling  the  cases  with  low  activity.  We  concluded  that  the 
Representative  Payee  Program  properly  handled  clients  whose  accounts  showed  little 
activity,  except  when  the  program  did  not  promptly  close  the  cases  of  clients  who  could 
not  be  located  or  who  had  died. 


RECOMMENDATIONS 

The  Public  Administrator/Public  Guardian’s  Office  needs  to  improve  its  case  management 

in  the  following  ways: 

• Close  Public  Administrator  Program  cases  promptly  so  that  the  program  does  not  keep 
cases  open  unnecessarily  and  so  that  it  can  distribute  the  assets  required  by  law. 

• Close  promptly  those  Representative  Payee  Program  cases  for  clients  who  cannot  be 
located  or  who  have  died. 

• Establish  a policy  and  procedures  for  transferring  the  residual  funds  to  the  City’s 
general  fund  for  Representative  Payee  Program  clients  who  have  died  or  who  cannot  be 
located.  Further,  the  office  should  request  the  board  of  supervisors’  approval  for 
appropriate  legislation  to  authorize  this  practice.  In  addition,  to  the  extent  required  by 
federal  law,  the  Representative  Payee  Program  should  establish  and  maintain  the 
necessary  records  to  show  that  the  amount  of  funds  transferred  does  not  exceed  the 
total  fees  that  clients  should  have  paid  while  receiving  program  services. 
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CHAPTER  5 

ADDITIONAL  CLIENT  GROUPS  COULD  BENEFIT  FROM 
SERVICES  PROVIDED  BY  THE  PUBLIC  ADMINISTRATOR’S 
OFFICE 


SUMMARY 

Some  additional  groups  could  benefit  from  services  offered  by  the  Public 

Administrator/Pubic  Guardian’s  Office,  but  the  services  would  require  additional 
funds  from  the  City.  These  groups  include  seniors  at  risk  of  abuse  in  nursing  homes, 
some  substance  abusers  who  reside  in  the  community,  and  some  physically  or  mentally 
impaired  seniors  in  public  housing.  In  addition,  the  public  administrator’s  office  could  also 
assist  clients  now  served  by  the  mental  health  conservator  in  the  Department  of  Public 
Health. 


THE  PUBLIC  ADMINISTRATOR’S  OFFICE 
COULD  ASSIST  ADDITIONAL  CLIENT  GROUPS 

When  we  surveyed  the  user  advocates  and  referring  agencies  that  help  individuals  who 
may  need  public  assistance,  they  identified  additional  groups  that  could  use  the  services 
offered  by  the  public  administrator’s  office.  In  addition,  the  public  administrator  agreed 
that  these  groups  could  gain  from  his  office’s  services.  However,  the  City  would  incur 
additional  costs  if  it  were  to  extend  the  office’s  services  to  these  groups. 


The  Public  Guardian  Program  Could  Help 
Seniors  at  Risk  of  Abuse  in  Nursing  Homes 

The  Public  Guardian  Program,  which  is  part  of  the  public  administrator’s  office,  could 
provide  valuable  services  to  certain  seniors.  The  Bay  Area  Advocates  for  Nursing  Home 
Reform  estimated  that,  as  of  1990,  5,000  San  Francisco  seniors  in  nursing  homes  needed  at 
least  some  help  with  decision  making.  According  to  the  public  administrator,  the  State’s 
Department  of  Health  Services  licensing  certification  unit  estimates  that  150,  or  3 percent, 
of  these  5,000  seniors  in  nursing  homes  lived  in  an  abusive  situation.  Currently,  the  Public 
Guardian  Program  only  serves  seniors  in  nursing  homes  who  were  program  clients  while 
they  lived  in  the  community  or  who  appear  to  be  at  financial  or  physical  risk. 

We  estimate  that,  for  the  Public  Guardian  Program  to  serve  150  seniors,  the  public 
administrator’s  office  would  spend  $543,013  during  the  first  year.  This  amount  includes 
one-time  equipment  costs  of  $62,706.  Also,  the  office  would  require  additional  general 
fund  support  of  $285,463. 
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The  Public  Cuardian  Program  Could 
Assist  Some  Substance  Abusers 

Substance  abusers  are  another  group  that  could  use  the  services  of  the  pubic 
administrator's  office.  Mostly  chronic  or  severe  drug  or  alcohol  users  who  are  not  in 
reco\  ery  programs  but  reside  in  the  community,  these  individuals  become  patients  at  acute 
care  hospitals  and  Laguna  Honda  Hospital  with  traumatic  head  injuries,  hypothermia,  and 
other  health  problems.  This  target  population  would  benefit  from  mental  health 
conser\  atorships.  which  provide  mentally  disabled  clients  with  involuntary  evaluations, 
hospitalization,  and  psychiatric  treatment.  If  the  Public  Guardian  Program  were  to  become 
responsible  for  these  individuals,  the  program  would  place  them  in  rehabilitation  facilities 
or  recovery  programs.  The  public  administrator  estimates  that  this  population  numbers  450, 
but  about  1 50  are  currently  Representative  Payee  Program  clients. 

We  estimate  that  for  the  Public  Guardian  Program  to  serve  these  450  substance  abusers,  the 
public  administrator  w'ould  spend  $1,453,782  during  the  first  year,  including  one-time 
equipment  costs  of  $156,788.  The  program  would  also  require  additional  support  from  the 
City's  general  fund  of  $1,375,332.  This  amount  includes  the  savings  for  150  clients  who 
would  transfer  from  the  Representative  Payee  Program. 


The  Representative  Payee  Program  Could 
Aid  ,Some  Seniors  in  Public  Housing 

A third  group  that  might  benefit  from  services  offered  by  the  public  administrator’s  office 
consists  of  seniors  in  public  housing  who  have  physical  or  mental  impairments  that  cause 
them  to  have  difficulty  managing  their  money.  These  individuals  may  become  victims  of 
financial  abuse,  but  their  condition  is  not  so  severe  as  to  require  guardianship.  These 
seniors  would  have  to  agree  voluntarily  to  custodianship.  If  they  were  to  become 
Representative  Payee  Program  clients,  the  public  administrator’s  office  would  receive  the 
clients'  income  and  pay  their  expenses  to  help  ensure  that  their  primary  needs  are  met.  As 
of  August  1996,  this  program  serves  only  about  35  elderly  persons  who  do  not  necessarily 
live  in  public  housing.  These  individuals  were  once  part  of  a discontinued  state-funded 
program  that  served  elderly  persons  who  resided  independently  in  the  community. 

The  public  administrator  estimates  that  the  number  of  impaired  seniors  in  public  housing 
totals  500.  We  estimate  that  for  the  Representative  Payee  Program  to  serve  these  500 
seniors,  the  public  administrator’s  office  would  spend  $261,300,  including  one-time 
equipment  costs  of  $43,874,  during  the  first  year.  The  City’s  general  fund  would  need  to 
provide  the  total  amount. 
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THE  PUBLIC  ADMINISTRATOR’S  OFFICE 
SHOULD  FUNCTION  AS  THE  CITY’S 
MENTAL  HEALTH  CONSERVATOR 

The  City  could  improve  the  coordination  and  efficiency  of  conservatorships  if  it  followed 
the  example  of  other  California  counties  by  combining  the  mental  health  conservator 
function  with  the  Public  Guardian  Program.  Unlike  other  counties,  San  Francisco  separates 
its  conservatorship  programs.  The  Public  Guardian  Program  is  responsible  for  probate 
conservatorships  while  the  Office  of  Conservatorship  Services  in  the  Department  of  Public 
Health  is  responsible  for  mental  health  conservatorships.  In  51  of  the  58  counties  in 
California,  the  public  guardian  and  mental  health  conservator  are  parts  of  the  same  agency. 
Only  6 counties,  including  San  Francisco,  separate  these  functions,  and  1 county  contracts 
its  conservatorship  functions. 

To  determine  why  a county  would  choose  to  divide  conservatorship  services,  we  contacted 
San  Diego  County,  which  is  one  of  the  five  counties  with  separate  functions.  According  to 
the  public  conservator  of  San  Diego  County,  a separate  unit  serving  as  mental  health 
conservator  allows  staff  to  specialize  in  serving  mental  health  clients  and  to  have  more 
independence  as  a client  advocate  if  the  unit  is  not  part  of  the  county’s  mental  health 
agency.  However,  he  also  stated  that  unified  conservatorship  functions  have  advantages, 
and  San  Diego  County  will  soon  combine  its  public  guardian  program  with  its  mental 
health  conservator  office. 

To  determine  the  reasons  for  the  existing  arrangement  in  San  Francisco,  we  interviewed 
staff  at  the  public  administrator’s  office  and  at  the  Office  of  Conservatorship  Services. 
According  to  the  director  of  the  Office  of  Conservatorship  Services,  the  mental  health 
conservator  function  was  part  of  the  Public  Guardian  Program  for  a brief  time  in  1989 
before  it  moved  to  the  Department  of  Public  Health  because  the  previous  arrangement  was 
cumbersome.  The  director  also  stated  that  the  program  moved  because  the  Department  of 
Public  Health  had  the  staff  and  other  resources  needed  to  provide  services  to  clients  who 
needed  mental  health  services. 

On  the  other  hand,  the  public  administrator  agreed  that  transferring  the  mental  health 
conservator  function  to  the  public  administrator’s  office  would  be  allow  the  City  to  provide 
these  services  more  efficiently  and  effectively.  In  addition,  the  assistant  public 
administrator/public  guardian  stated  that  a unified  office  could  deliver  services  with  more 
continuity  to  clients  who  may  need  mental  health  conservatorship  and  probate 
conservatorship  at  different  times.  Also,  this  would  promote  communication  among  staff 
serving  the  same  clients,  and  decrease  the  likelihood  that  the  City  would  duplicate  services. 
In  addition,  the  Representative  Payee  Program  supervisor  stated  that  some  staff  could  work 
on  both  the  Public  Guardian  Program  and  mental  health  cases,  thereby  realizing 
efficiencies  by  having  staff  take  on  additional  duties. 

In  fiscal  year  1996-97,  the  Office  of  Conservatorship  Services  had  expenditures  of 
$1,329,800  and  had  budgeted  approximately  20  full-time  positions.  According  to  the 
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Department  of  Public  Health's  Fiscal  Services  unit,  all  funding  for  the  Office  of 
Conser\’atorship  Ser\  ices  comes  from  the  City’s  general  fund. 


RKCOM.MENDATONS 

To  evaluate  its  potential  to  provide  additional  services  to  San  Francisco  citizens,  the  Public 

Administrator/Public  Guardian's  Office  should  do  the  following: 

• Consider  whether  seniors  at  risk  in  nursing  homes,  substance  abusers,  and  seniors  in 
public  housing  should  receive  services  of  the  public  administrator's  office.  If  so,  the 
public  administrator's  office  should  request  additional  funding  from  the  board  of 
supervisors. 

• Request  that  the  mayor  and  board  of  supervisors  consider  moving  the  mental  health 
conservator  function  from  the  Department  of  Public  Health  to  the  public 
administrator's  office. 
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CHAPTER  6 

IMPROVED  CASH  MANAGEMENT  PRACTICES  COULD 
INCREASE  INTEREST  EARNINGS  FOR  THE  PUBLIC 
ADMINISTRATOR’S  OFFICE 


SUMMARY 

The  Public  Administrator/Public  Guardian’s  Office  invested  client  funds  properly. 
However,  it  can  increase  earnings  for  client  funds  by  changing  some  of  its  cash 
management  practices.  Specifically,  the  public  administrator’s  office  could  lower 
the  cash  balances  it  keeps  in  checking  and  savings  accounts  for  clients,  and  it  could 
increase  the  amount  it  keeps  in  interest-bearing  accounts.  The  public  administrator’s  office 
could  also  deposit  client  funds  with  the  city  treasurer  and  earn  more  interest  than  it  does  by 
investing  the  proceeds  with  a commercial  bank. 


THE  PUBLIC  ADMINISTRATOR’S  OFFICE 
INVESTED  CLIENT  FUNDS  PROPERLY  AND 
PAID  INTEREST  TO  CLIENTS  CORRECTLY 

The  public  administrator’s  office  invested  its  client  funds  as  required  by  law.  Of  the  public 
administrator’s  office’s  total  client  assets  of  $29,722,853  on  June  30,  1996,  $24,556,902 
was  invested  in  federal  instruments.  The  instruments  were  federal  agency  notes  such  as 
those  issued  by  the  Federal  National  Mortgage  Association  and  Federal  Home  Loan  Bank. 
We  reviewed  the  12  investments  the  public  administrator’s  office  purchased  during  fiscal 
year  1995-96  and  found  they  complied  with  state  code  requirements,  including  those 
requirements  that  define  the  type  and  term  of  the  investment. 

The  policy  of  the  public  administrator’s  office  is  to  pay  interest  from  the  investment 
earnings  to  its  clients  in  the  Public  Administrator  and  Public  Guardian  programs  based  on 
each  client’s  principal  balance  and  using  a schedule  of  interest  rates  that  the  office’s 
commercial  bank  pays  to  its  customers.  The  schedule  of  interest  rates  provides  for  a higher 
rate  of  interest  for  deposits  of  larger  amounts.  For  example,  in  June  1996,  the  public 
administrator’s  office  paid  4.88  percent  in  interest  on  Public  Guardian  Program  client 
accounts  with  balances  greater  than  $500,000,  and  it  paid  2.55  percent  in  interest  to  clients 
with  balances  between  $2,501  and  $24,999.  For  clients  with  balances  less  than  the 
minimum  balance  of  $2,501,  the  public  administrator’s  office  paid  no  interest. 

Our  tests  of  30  Public  Guardian  Program  clients  found  that  the  public  administrator’s 
office  correctly  credited  interest  to  each  client’s  account  when  the  client’s  balance 
exceeded  the  minimum  balance.  For  most  of  fiscal  year  1995-96,  the  minimum  balance 
was  $2,500.  In  addition,  we  tested  one  Public  Guardian  Program  client’s  interest  payment 
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for  each  month  during  fiscal  year  1995-96  and  found  that  the  computer  program  used  by 
the  public  administrator's  office  correctly  calculated  the  interest  earnings. 

Likewise,  our  tests  of  30  Public  Administrator  Program  clients  showed  that  the  public 
administrator's  office  appropriately  credited  interest  to  their  accounts.  We  also  tested  each 
of  the  client's  interest  payments  for  three  months  and  found  that  the  interest  paid  to  the 
client  was  correct. 

Finally,  the  policy  of  the  public  administrator's  office  is  to  pay  no  interest  to  clients  in  the 
Representati\e  Payee  Program  because  the  clients’  balances  are  generally  low.  For 
example,  the  average  client  balance  was  $1,495  on  June  30,  1996.  The  Representative 
Payee  Program  receives,  manages,  and  disburses  funds  for  mostly  mental  health  patients 
who  are  unable  to  manage  their  funds. 


THE  INVEST.MENT  PR,ACTICES  OF  THE 
PI  BLIC  AI).MIMSTR,ATOR’S  OFFICE  NEEDS 
RE\  ISIONS  TO  INCREASE  EARNINGS 

E\en  though  the  public  administrator's  office  invested  its  client  funds  as  required  by  law,  it 
could  further  increase  earnings  if  it  improved  its  cash  management  practices.  If  the  public 
administrator's  office  had  used  different  practices,  we  estimate  the  office  could  have 
earned  $286,105  more  than  the  $1,427,820  it  earned  in  fiscal  year  1995-96. 


Client  Funds  Could  Earn  More  Interest 
If  Managed  by  the  Cit\  Treasurer 

Client  funds  invested  by  the  public  administrator's  office  w'ould  earn  more  interest  if  the 
ofTice  invested  them  in  the  city  treasurer’s  investment  pool.  Of  the  public  administrator’s 
office  $29,722,853  in  assets  as  of  June  30,  1996,  the  office  had  $24,556,902  in 
investments.  These  investments  were  federal  agency  notes  with  an  estimated  average  yield 
of  5.29  percent  for  fiscal  year  1995-96.  For  the  same  year,  the  yield  on  the  city  treasurer’s 
investment  pool  was  6.38  percent,  or  1 .09  percent  more  than  the  yield  for  the  notes. 
According  to  the  Treasurer's  chief  investment  officer,  when  the  public  administrator’s 
office  discussed  this  proposal  with  him  in  the  past,  the  former  city  treasurer  decided  against 
it  because  she  did  not  want  to  invest  non-City  funds,  such  as  public  administrator’s  office 
clicni  funds,  because  the  funds'  owners  might  sue  the  City  alleging  the  yield  was  too  low 
or  risk  loo  high.  The  chief  investment  officer  further  indicated  that  the  proposal  is  feasible, 
bul  the  current  city  treasurer  w'ould  have  to  obtain  a city  attorney  opinion  on  the  matter. 
Also,  of  the  five  county  public  administrator  offices  we  surveyed,  three  invest  their  client 
funds  in  their  county  treasurer’s  pooled  investment  fund. 


CON  I ROM  I R'S  AUDITS  DIVISION 


32 


.} 

] 

j If  the  city  treasurer  had  added  to  the  investment  pool  investments  by  the  public 

administrator’s  office  of  $24,556,902,  we  estimate  that  the  office  would  have  earned 
i $21 1,829  more  than  the  $1,299,060  it  earned  from  investments  during  fiscal  year  1995-96. 

i The  additional  amount  takes  into  account  the  city  treasurer’s  service  charge  for  investing 
I the  funds.  Although  past  earnings  performance  does  not  guarantee  future  earnings,  we 

I believe  that  investment  by  the  public  administrator’s  office  of  client  funds  in  the  city 
treasurer’s  investment  pool  would  significantly  increase  the  funds’  rate  of  return. 

The  Public  Administrator’s  Office  Could 
Keep  Lower  Checking  and  Savings  Account 
Balances  to  Earn  More  Interest 

During  fiscal  year  1995-96,  the  public  administrator’s  office  could  have  reduced  the 

ii  balances  in  its  checking  and  savings  accounts  by  $3,300,000  and  included  this  money  in  its 

t investments  to  obtain  a higher  return.  Of  the  public  administrator’s  office’s  $29,722,853  in 

I assets  as  of  June  30,  1996,  the  office  kept  an  average  of  $6,500,000  in  checking  and 

I savings  accounts  during  the  fiscal  year,  and  the  office  had  $5,165,951  in  checking  and 
savings  accounts  as  of  June  30,  1996.  The  checking  accounts  do  not  pay  interest,  but  a 
1 minimum  balance  is  necessary  to  meet  current  obligations  and  to  avoid  bank  fees.  The 
i’  savings  accounts  paid  interest  of  an  average  of  4.44  percent  during  the  fiscal  year,  but 

' investments  in  federal  agency  notes  could  earn  a higher  rate.  For  fiscal  year  1995-96,  such 

‘ investments  earned  about  5.29  percent. 

For  the  office’s  four  savings  accounts,  we  analyzed  two  months  of  daily  ending  balances 
and  determined  that  the  month-end  balance  fairly  represented  the  average  balance  of  the 
savings  accounts.  We  then  reviewed  the  month-end  balances  of  the  four  savings  accounts 
. and,  based  on  the  lowest  month-end  balance,  identified  the  excess  funds.  We  determined 
that  the  public  administrator’s  office  could  reduce  it  savings  accounts  balances  by  a total  of 
' $2,900,000  and  still  have  sufficient  funds  to  meet  its  obligations. 

The  public  administrator’s  office  determined  that,  according  to  bank  records,  the  total 
amount  in  its  four  checking  accounts  ranged  from  $456,219  to  $1,508,158.  The  office  kept 
these  high  balances  to  avoid  paying  bank  fees.  However,  after  consultation  with  a 
representative  from  the  commercial  bank,  the  public  administrator’s  office  determined  that 
it  could  reduce  these  balances  by  a total  of  $400,000  and  still  avoid  bank  fees. 

I Had  the  public  administrator’s  office  invested  in  the  city  treasurer’s  investment  pool  the 

I combined  total  of  $3,300,000  in  excess  funds  from  its  savings  and  checking  accounts,  the 

I office  would  have  earned  an  additional  $74,276  in  interest  over  the  $128,760  that  it  earned 
from  its  savings  account  during  fiscal  year  1995-96,  based  on  the  treasurer’s  yield  of  6.38 
percent. 


CONTROLLER’S  AUDITS  DIVISION 


33 


RKCOMMKNDATIONS 


To  increase  the  interest  earnings  of  client  funds,  the  Public  Administrator/Public 

Guardian's  OlTice  should  take  the  following  steps: 

• Transfer  investment  funds  to  the  city  treasurer  so  that  the  treasurer  can  invest  the  funds 
as  part  of  the  City's  pooled  investment  fund. 

• Reduce  the  fund  balances  in  its  checking  and  savings  accounts,  and  make  the  excess 
funds  available  for  investment. 

• Ask  the  board  of  super\  isors  to  consider  how  to  use  the  additional  earnings  that  the 
client  funds  will  realize  in  the  City’s  pooled  investment  fund.  The  board  may  wish  to 
consider  the  following  alternatives:  decreasing  the  general  fund  support  of  the  public 
administrator's  olTice;  funding  additional  positions  in  the  office;  or  paying  a higher 
interest  rate  to  the  accounts  of  Public  Administrator  Program  estates  and  Public 
Guardian  Program  clients. 


We  conducted  this  review  according  to  generally  accepted  government  auditing  standards. 
We  limited  our  review  to  those  areas  specified  in  the  audit  scope  section  of  the  report. 


Date:  June  28,  1999 

Staff:  Ben  Carlick,  Audit  Manager 

Kathleen  Lucey,  Audit  Manager 
Renato  Q.  Pascua 
Mark  Tipton 
Enrico  De  Lara 
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APPENDICES 


APPENDIX  A 

SCOPE  AND  METHODOLOGY 


APPENDIX  B 

CLIENT  ADVOCATES  AND  REFERRING  AGENCIES 
INTERVIEWED 
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APPENDIX  A 

SCOPE  AND  METHODOLOGY 


INVESTIGATIVE  AUDIT 

To  conduct  our  investigation,  we  reviewed  the  procedures  by  which  the  public 

administrator’s  office  safeguards,  invests,  and  accounts  for  client  funds,  including 
the  methods  by  which  it  allocates  interest  earnings  to  the  client  funds.  For  the  two 
years  from  January  1,  1996,  through  December  31,  1997,  we  reconciled  the  interest 
earnings  reported  by  the  commercial  bank  through  which  the  office  invests  client  funds  to 
the  records  the  public  administrator’s  office  maintains  to  account  for  the  interest  earned  on 
client  funds.  We  examined  a sample  of  accounts  from  July  1,  1995,  through  June  30,  1996, 
to  determine  whether  the  public  administrator’s  office  correctly  allocated  interest  earnings 
to  the  client  accounts.  We  also  analyzed  any  expenditure  that  the  public  administrator’s 
office  paid  with  the  interest  earnings  credited  to  the  office  for  the  two-year  period  to 
determine  if  the  expenditures  were  appropriate  and  properly  supported  by  records  or 
documents. 

We  also  evaluated  the  process  by  which  the  public  administrator’s  office  awarded  contracts 
to  obtain  outside  services  that  aid  the  office’s  functions.  Specifically,  we  reviewed  the 
procedures  the  office  used  to  award  the  contracts  to  obtain  computer  services  and  property 
management  services. 

To  assess  whether  invoices  complied  with  contract  terms,  we  reviewed  the  invoices  of 
Panoramic  Software,  Inc.  (Panoramic)  paid  by  the  public  administrator’s  office.  We  also 
inventoried  computers  at  the  public  administrator’s  office  to  determine  whether  amounts 
invoiced  by  Panoramic  were  reasonable.  We  retained  the  services  of  KPMG  Peat  Marwick, 
LLP,  to  assess  controls  used  by  the  public  administrator’s  office  for  its  computerized  case 
management  system  and  to  analyze  whether  the  terms  of  the  contract  to  obtain  computer 
services  were  reasonable. 

Finally,  we  interviewed  the  public  administrator,  some  of  his  staff,  and  the  president  of  the 
computer  company  to  obtain  information  related  to  our  investigation. 


PERFORMANCE  AUDIT 

To  evaluate  whether  the  Public  Administrator/Public  Guardian’s  Office  serves  appropriate 
clients,  prioritizes  properly  the  client  types  it  serves,  and  could  serve  additional  groups 
with  unmet  needs,  we  interviewed  user  advocates  and  referring  agencies.  The  specific 
advocates  and  agencies  we  interviewed  at  the  time  of  our  fieldwork  are  listed  in  Appendix 
B.  To  determine  whether  the  office  properly  accounted  for  its  clients’  funds,  we  reviewed 
the  office’s  financial  and  management  controls  over  the  receipt  and  disbursement  of 
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clients”  funds  and  sampled  cases  to  verify  that  the  office  appropriately  received  income  and 
disbursed  funds  on  behalf  of  its  clients. 

To  evaluate  whether  the  public  administrator's  office  properly  invested  its  clients”  funds, 
we  reviewed  the  office's  cash  management  practices  to  ensure  that  it  keeps  sufficient  funds 
in  checking  accounts  to  meet  current  obligations.  We  also  assessed  whether  funds  in  these 
accounts  were  e.xcessive  since  these  accounts  do  not  generate  income.  We  reviewed  the 
otTice's  investments  of  client  funds  to  ensure  they  were  appropriately  safe  yet  provided 
reasonable  returns.  In  addition,  we  reviewed  the  securities  purchased  by  the  office  during 
fiscal  year  1995-96  to  determine  if  the  purchases  complied  with  applicable  codes. 

To  analyze  whether  staff  at  the  public  administrator's  office  performed  its  activities  in  an 
effective,  efficient,  and  timely  manner,  we  performed  the  following  tests.  We  reviewed  a 
sample  of  cases  closed  during  the  year  to  determine  whether  staff  closed  them  properly. 

We  also  examined  a sample  of  cases  with  low  activity  to  determine  whether  staff  handled 
the  cases  in  a timely  manner.  Further,  we  ascertained  whether  staff  were  appropriately  and 
efficiently  using  the  office's  computer  system  to  perform  accounting  and  case  management 
activities.  To  determine  whether  the  office  distributed  cases  equitably  among  staff,  we 
analyzed  case  workloads  and  compared  case  workloads  to  those  reported  in  a survey  of 
other  counties'  public  administrator  programs  and  public  guardian  programs. 

Additionally,  we  reviewed  the  performance  measures  at  the  public  administrator’s  office  to 
ascertain  if  the  measures  reflected  key  activities  in  the  office,  and  whether  they 
appropriately  measured  productivity,  timeliness,  and  effectiveness.  In  addition,  to 
determine  whether  the  office  accurately  reported  its  performance,  we  verified  that  records 
supported  the  results  the  office  reported  to  the  mayor  in  fiscal  year  1995-96.  Finally,  to 
determine  whether  the  office  achieved  its  performance  goals,  we  compared  the  goals  to  the 
results  for  fiscal  years  1994-95  and  1995-96. 

We  did  not  perform  a review  of  the  decisions  made  by  the  public  administrator’s  office  on 
behalf  of  its  clients  to  determine  if  the  decisions  were  appropriate  because  the  decisions 
generally  are  under  the  purview  of  the  Probate  Court.  Furthermore,  according  to  the  City 
Attorney’s  Office,  at  the  time  we  were  conducting  our  fieldwork,  there  were  no  lawsuits 
against  the  office  for  the  decisions  it  had  made  on  behalf  of  its  clients. 
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APPENDIX  B 

CLIENT  ADVOCATES  AND  REFERRING  AGENCIES 
INTERVIEWED 


Client  Advocates 

1 . Lisa  Nerenberg,  Program  Director  * 

Elder  Abuse  Prevention  Program 
San  Francisco  Institute  on  Aging 

Mt.  Zion  Health  Systems,  Incorporated 

2.  Mary  Joy  Quinn,  Director 

3.  Christine  Nahnsen,  Assistant  Director 
Superior  Court’s  Probate  Department 
City  and  County  of  San  Francisco 

4.  Jack  McKay,  Chair  (volunteer)  ** 

Geriatric  Coordinating  Committee 
Division  of  Mental  Health  Services 
Department  of  Public  Health 

City  and  County  of  San  Francisco 

5.  Pat  Mclnnis,  Director 

California  Advocates  for  Nursing  Home  Reform,  Incorporated 

Referring  Agencies 

1.  Commission  on  the  Aging 

City  and  County  of  San  Francisco 

2.  Adult  Protective  Services 
Department  of  Human  Services 
City  and  County  of  San  Francisco 

3.  Division  of  Mental  Health  Services 
Department  of  Public  Health 

City  and  County  of  San  Francisco 

4.  Laguna  Honda  Hospital  and  Rehabilitation  Center’s  Social  Services  Unit 
Department  of  Public  Health 

City  and  County  of  San  Francisco 

5.  Medical  Examiner’s  Office 

City  and  County  of  San  Francisco 

* Also  director  of  Elder  Abuse  Prevention  Consortium 

**  Also  chair  of  Elder  Abuse  Prevention  Consortium 
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ADMINISTRATIVE  SERVICES 


DEPARTMENT  OF 


WILLIE  L.  BROWN,  JR. 


Mayor 


Mr.  Edward  Harrington 

Controller 

City  Hall,  3^'^  Floor 

San  Francisco,  CA  94102: 

Dear  Mr.  Harrington: 

Attached  to  this  letter  is  a letter  from  Ricardo  Hernandez  to  me  detailing  his  responses  to 
the  audit  performed  on  the  Office  of  the  Public  Administrator/Public  Guardian.  I’m 
grateful  to  you  and  to  the  audit  team  for  the  thoroughness  of  the  report  and  further,  I am 
grateful  that  the  report  appears  to  indicate  that  while  there  may  have  been 
misunderstandings  about  the  way  in  which  funds  were  to  be  deposited,  there  does  not 
appear  to  be  any  indication  of  malfeasance  on  the  part  of  anyone  in  the  PA/PG’s  Office. 
Additionally,  I’m  also  heartened  by  the  recommendation  of  the  audit  team  that  this  office 
is  run  well  enough  and  provides  a high  enough  level  of  customer  service,  that  they  feel 
the  office  should  be  responsible  for  additional  duties. 

Having  said  that,  I want  to  stress  that  we  will  take  the  recommendations  of  the  audit  team 
quite  seriously.  The  one  question  I have  at  this  point,  given  that  the  annual  budget 
process  is  nearing  completion,  is  how  best  to  convert  the  funds  presently  being  used  to 
pay  for  the  Panoramic  contract  to  the  City  budget.  Any  assistance  you  or  your  office  can 
give  us  in  this  regard  would  be  most  appreciated. 

I’m  aware  that  follow-up  reports  are  due  to  the  audit  team  on  a periodic  basis.  We  intend 
to  issue  those  reports  in  a timely  manner  and  I will  be  making  implementation  of  the 
audit  recommendations  one  of  the  management  objectives  in  the  PA/PG’s  pay  for 
performance  measures  for  the  coming  fiscal  year. 

Again,  thank  you  for  the  commitment  your  and  your  audit  team  have  shown  to  this 
matter. 


Steven  D.  Nelson 

Director  of  Administrative  Services 


City  Hall,  Roo.m  362.  1 Dr.  Carlton  B.  Goodlett  Place,  San  Francisco,  CA  94102-4683 


Sincerely, 


Telephone  (415)  554-6171;  Fax  (415)  554-6177 
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City  and  County  of  San  Francisco 

Public  Administrator  Public  Guardian 


File  No: 

Direct  Dial: 
Attn; 


PA/PG; 

Ricardo  Hernandez 

ASST.  PA/PG; 
Michele  K.  McCabe 


June  16,  1999 


Steve  Nelson,  Director 

Department  of  Administrative  Services 

401  Van  Ness  Avenue 

San  Francisco,  CA  94102 

Dear  Mr.  Nelson: 

I have  had  an  opportunity  to  carefully  review  the  City 
Controller's  report  as  it  concerns  the  recent  audit  of  the  Public 
Administrator/Public  Guardian's  Office.  I would  like  to  take 
this  opportunity  to  discuss  the  various  issues  addressed  in  the 
report,  and  to  express  my  appreciation  for  the  positive  remarks 
contained  therein.  I take  full  responsibility  for  any  laxity  in 
not  following  the  City's  standard  purchasing  process. 

The  Controller's  office  expressed  the  opinion  that  the  Public 
Administrator/Public  Guardian's  office  did  not  follow  state  law 
in  administering  excess  interest  earnings.  While  I may  disagree 
with  that  statement,  I will  cooperate  fully  with  the  City  Treasu- 
rer in  assuming  that  function. 

The  report  offers  advice  to  the  Public  Administrator's  office  for 
the  purpose  of  improving  management  practices.  The  department 
will  make  every  effort  to  follow  the  suggestions  as  listed. 

We  will  ask  the  City  Attorney  if  the  contract 
between  the  Public  Administrator's  office  and  Panoramic 
Software  is  legally  binding  and  if  the  contract  requires 
corrections  or  amendments. 

We  will  ask  the  purchaser  to  review  the  contract  with 
Panoramic  to  ascertain  whether  or  not  computer  services 
could  be  purchased  at  a lower  rate. 

Funds  will  be  deducted  from  payments  to  Panoramic  for  any 
services  or  materials  for  which  they  were  over  paid. 

This  deduction  will  occur  over  a specified  period  of 
time . 


25  Van  Ness  Avenue,  Suite  200,  San  Francisco,  CA  94102 
Principal  Number  (415)  554-1150  Fax  Number  (415)  554-1166 
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I will  make  every  effort  to  follow  city  procedures  as 
they  relate  to  the  requirement  to  budget  and  obtain 
approval  for  expenditures. 

The  report  also  discusses  ways  in  which  the  Public  Ad- 
ministrator's office  might  improve  its  operations.  These  sugges- 
tions will  be  taken  under  consideration. 

This  department  will  ask  the  Mayor  and  the  Board  of 
Supervisors  for  funds  to  help  seniors  in 
nursing  homes,  substance  abusers,  and  seniors  in  public 
housing  receive  Public  Guardian  services. 

The  Public  Guardian's  office  will  ask  the  Mayor's  office 
and  the  Board  of  Supervisors  whether  they  wish  us  to  take 
over  the  conservator  to  be  administered  by  the  Office  of 
Public  Guardian. 

We  will  make  every  effort  to  settle  the  administration  of 
probate  cases  as  soon  as  it  is  appropriate  to  do  so,  and 
to  close  Representative  Payee  cases  when  there  is  no  need 
for  the  case  to  remain  open. 

To  improve  cash  management  and  case  management  practices  within 
the  Office  of  Public  Administrator,  the  report  makes  suggestions 
which  this  office  will  consider. 


In  an  effort  to  increase  investment  earnings,  the  Public 
Administrator's  office  will  consider  reducing  the  amount 
of  funds  maintained  in  checking  and  savings  accounts. 

The  issue  of  transferring  investment  funds  to  the  City 
Treasurer  for  the  purpose  of  increasing  the  interest 
earned  will  be  addressed  by  the  Public  Administrator's 
office . 


In  conclusion,  the  Office  of  Public  Administrator/Public  Guardian 
is  gratified  with  the  positive  remarks  contained  within  this 
report  as  they  relate  to  the  department  meeting  the  needs  of  the 
clients  and  serving  the  clients  appropriate  to  its  mission.  The 
suggestions  and  advice  contained  in  this  report  should  prove 
valuable  to  the  department  in  its  efforts  to  continually  improve 
the  quality  of  service  it  will  provide  to  our  community. 
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City  and  County  of  San  Francisco 


Ben  Carlick 
Audit  Manager 
Office  of  the  Controller 
City  Hall  Room  316 
San  Francisco,  Ca.  94102 

Dear  Mr.  Carlick, 


Department  of  Public  Health 

Mitchell  H.  Katz,  M.D. 
Director  of  Health 


Thank  you  for  sending  me  a draft  copy  of  the  Controller’s  Office  audit  report  on  the 
Public  Administrator/Public  Guardian.  I would  like  to  respond  to  the  recommendation 
that  the  Public  Administrator’s  Office  should  function  as  the  City’s  Mental  Health 
Conservator.  This  recommendation,  if  implemented,  would  transfer  the  Health 
Department’s  Office  of  Conservatorship  Services  to  operate  under  the  Public  Guardian. 

At  this  time,  the  Department  of  Health  disagrees  with  the  recommendation  that  the 
Mental  Health  Conservator  responsibilities  be  moved  to  the  Public  Guardian/Public 
Administrator.  We  believe  that  moving  LPS  Conservatorship  services  out  of  the  Health 
Department  would  compromise  the  coordination  of  services  between  the  conservators 
and  the  mental  health  providers,  who  serve  the  same  clients.  However,  we  agree  that 
consolidating  some  public  guardian  and  LPS  conservatorship  functions  may  result  in 
increased  efficiencies  and/or  reduced  duplication. 

For  these  reasons,  I suggest  that  key  managers  in  the  Health  Department  and  the 
Administrative  Services  Department,  as  well  as  managers  in  the  Office  of 
Conservatorship  Services,  Community  Mental  Health  Services,  and  Public 
Guardian/Public  Administrator’s  Offices  meet  and  discuss  the  options  and  proposals  to 
increase  efficiencies  and  reduce  duplication.  If  the  group  believes  that  consolidation  of 
the  two  functions  would  be  beneficial  to  the  clients  whom  we  jointly  serve,  then  we 
would  support  such  a recommendation  to  the  Mayor  and  the  Board  of  Supervisors. 

I appreciate  an  opportunity  to  respond  to  your  recommendation  which  impacts  on  Health 
Department  operations.  I will  consider  alternative  options  to  the  current  organizational 
structure  once  we  have  completed  our  joint  review. 

Sincerely, 

Mitchell  H.  Katz,  M.D. 

Director  of  Health 


(415)  554-2600 


101  Grove  Street 


San  Francisco,  CA  94102 
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cc:  Mayor 

Board  of  Supervisors 

Civil  Grand  Jury 

Department  of  Public  Health 

Treasurer 

City  Attorney 

Budget  Analyst 

KPMG  Peat  Marwick 
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